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WEDNESDAY, MARCH 12, 1952 


Hovusr& or REPRESENTATIVES, 
SUBCOMMITTEE ON INTERGOVERNMENTAL RELATIONS 
OF THE COMMITTEE ON EXPENDITURES 
IN THE Executive DepartMents,' 
Washington, D. C. 

The subcommittee met, pursuant to call, in room 219, Old House 
Office Building, Hon. Herbert C. Bonner, chairman of the subcom- 
mittee, presiding. 

Present: Representatives Dawson, chairman; Bonner, chairman of 
the subcommittee; Shelley, Fine, and Brownson. 

Also present: Thomas A, Kennedy, general counsel of the Commit- 
tee on Expenditures in the Executive Departments; Herbert Small, 
associate counsel; Hon. Adlai Stevenson, Governor of Illinois; Hon. 
Alfred Driscoll, Governor of New Jersey; Hon. Walter Kohler, Gov- 
ernor of Wisconsin; Robert Stedman, representing Hon. G. Mennen 
Williams, Governor of Michigan; Frank Bane, executive director, 
Council of State Governments; Ted G. Driscoll, assistant director, 
Council of State Governments; and Eugene G. Shaw, commissioner 
of revenue of North Carolina and secretary of National Association 
of Tax Administrators. 

Mr. Bonner. The subcommittee will come to order. 

This is the Subcommittee on Intergovernmental Relations of the 
Committee on Expenditures in the House. There has been pending 
before the subcommittee for some time several bills with respect to 
the relationship of the Federal Government with the State govern- 
ments and the overlapping of jurisdiction and programs. 

The subcommittee will insert in the hearing at this point a copy of 
the various bills that have been introduced. The bills seem to be very 
similar. A similarity runs throughout the entire set of bills. 

(The bills, H. R. 3683, H. R. 5251, H. R. 3303, H. R. 391, and H. R. 
13 are as follows:) 

[H. R. 3683, 82d Cong., Ist. sess.} 
A BILL To establish a temporary National Commission on Intergovernmental Relations 


Be it enacted by the Senaie and the House of Representatives of the United States of 
America in Congress assembled, 


FINDINGS OF FACT 


Section 1. Since the establishment of the federal system of government, no 
comprehensive survey has been made by the Congress of the relationships existing 
among the National, State, and local governments of the United States; of the 
allocation of governmental functions and powers among these three governmental 


1 Name changed to Committee on Government Operations, July 4, 1952. 








2 NATIONAL COMMISSION ON INTERGOVERNMENTAL RELATIONS 


levels, or of the distribution of jurisdiction of governmental functions and powers 
exercised by two or more governmental authorities. Prior to a determination 
of necessity of desirability of a reallocation of functions and powers or of redistribu- 
tion of jurisdiction over them among the levels of the Federal system, it is necessary 
that such a study and survey be made. It is the belief of the Congress that such a 
study and survey of past and present conditions and the determination of what 
legislation should be proposed can best be accomplished through the cooperative 
efforts of officials of government and representatives of the people. 


ESTABLISHMENT OF THE NATIONAL COMMISSION ON INTERGOVERNMENTAL 
RELATIONS 


Sec. 2. (a) There is hereby established a temporary national bipartisan com- 
mission to be known as the National Commission on Intergovernmental Relations 
(hereinafter referred to as the ‘‘Commission’’), which shall be composed of twelve 
members as follows: 

(1) Four appointed by the President of the United States, two of whom shall be 
officers of the executive branch of the Government, and two private citizens; 

(2) Four appointed by the President of the Senate, two of whom shall be Mem- 
bers of the Senate, and two private citizens; and 

(3) Four appointed by the Speaker of the House of Representatives, two of 
whom shall be Members of the House and two private citizens. 

(b) Each person appointed as a member shall be experienced with, or have 
knowledge of, the major problems in the field of intergovernmental relations. Of 
the members enumerated in paragraphs (1), (2), and (3) of subsection (a), not 
more than two members in each class shall be from any one political party. Any 
vacancy in the membership of the Commission shall not affect the Commission’s 
powers, but shall be filled in the same manner in which the original appointment 
was made. 

(ec) The Commission shall elect a Chairman and a Vice Chairman from among 
its members. 

(d) Four members of the Commission shall constitute a quorum. 


DUTIES OF THE COMMISSION 


Sec. 3. (a) It shall be the duty of the Commission to submit to the Congress 
specific recommendations based upon a study of — 

(1) (A) the past and present relations between the National, State, and 
local governments of the United States; (B) the past and present allocation 
of governmental functions and powers among the National, State, and 
local governments of the United States; (C) governmental functions and 
powers exercised by two or more such governments, and the distribution of 
jurisdiction over such functions exercised by each such government; 

(2) the fiscal relations among the National, State, and local governments 
with a view of determining the possibilities, and mechanism for achieving, on 
a continuous basis, consistency in the fiscal policies of the several levels of 
govermnents. In making such study the Commission shall give particular 
attention to (A) intergovernmental tax immunities in terms of the problems 
they create for governments and taxpayers, and means for resolving these 
problems; (B) revenue sources and means for reducing or eliminating inter- 
governmental tax competition; and (C) grants-in-aid, tax sharing, and other 
similar measures for adjusting financial resources to the needs of State and 
local governments, with a view to proposing guides to the use of such devices 
and improvements in their operation. 

(b) The Commission shall submit a final report of its activities, and the results 
of its studies to the Congress on or before the end of the second fiscal year which 
commences after the enactment of this Act, and shall cease to exist upon the 
submission of such final report. 


POWERS OF THE COMMISSION 


Src. 4. (a) The Commission may, in carrying out this Act, hold such hearings, 
take such testimony, and sit and act at such times and places as the Commission 
deems advisable. Any member of the Commission may administer oaths or 
affirmations to witnesses appearing before the Commission. The Commission 
may delegate the powers conferred by this subsection to any member or to a 
group of members of the Commission. 
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(b) The Commission is authorized to secure from any de ment, agency, or 
independent instrumentality of the executive branch of the Government any 
information it deems necessary to carry out its functions under this Act; and 
each such department, agency, and instrumentality is authorized and directed to 
furnish such information to the Commission, upon request made by the Chairman 
or Vice Chairman. 

(c) The Commission shall have the power, without regard to the civil-service 
laws, to appoint and fix the compensation of an executive secretary, who shall be 
the chief administrative officer of the Commission, and such other personnel as 
it deems advisable, but the rates of compensation of such personnel shall not 
exceed the rates prescribed in the Classification Act of 1949 for comparable duties. 


COMPENSATION OF MEMBERS OF THE COMMISSION 


Sec. 5. (a) Members of the Commission who are + from among 
Members of Congress or from the executive branch of the Government shall 
serve without compensation in addition to that received for their services as 
Members of Congress or in the executive branch, but shall be reimbursed for 
travel, subsistence, and other necessary rg ones incurred by them in the per- 
formance of their duties as members of the Commission. 

(b) Members of the Commission, other than those to whom subsection (a) 
is applicable, shall receive compensation at the rate of $50 per day for each day 
they are engaged in the performance of their duties as members of the Commission 
and shall be reimbursed for travel, subsistence, and other necessary expenses 
incurred by them in the performance of their duties as members of the Commission. 


AUTHORIZATION FOR APPROPRIATIONS 


Sec. 6. There are authorized to be appropriated such sums as may be necessary 
to carry out the provisions of this Act. 


[H. R. 5251, 82d Cong., Ist sess.] 
A BILL To establish a National Commission on Intergovernmental Relations 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, 


STATEMENT OF FINDINGS AND POLICY 


Section 1. The Congress hereby finds that in recent years there has been a 
rapid expansion of the powers, functions, and responsibilities of Federal, State, 
and local governments; that such expansion has taken place in response to cir- 
cumstances, needs, and pressures both internal and international but unevenly 
and without relation to any orderly, integrated, or systematic plan, with the result 
that serious imbalances now exist with respect to the powers and responsibilities 
of the several levels of government; and that such imbalances have resulted in 
overlapping, duplication, inefficiency, and ineffectiveness among the several 
levels of government. It is therefore declared to be the policy of the Congress 
and the purpose of this Act to provide for the restoration and effectuation of a 
popes balance and relationship among Federal, State, and local governments, 
in the interest of the people who live under and support them all. 


ESTABLISHMENT OF THE COMMISSION 


Sec. 2 In order to carry out the purpose of this Act there is hereby established 
a temporary national bipartisan commission to be known as the National Com- 
mission on Intergovernmental Relations (hereinafter referred to as the ‘‘Com- 
mission’’). 
ORGANIZATION OF THE COMMISSION 


: so 3. (a) The Commission shall be composed of seventeen members, as 
ollows: 
(1) Two appointed from the executive branch of the Government by the Pres- 
ident of the United States. 
(2) Four appointed from the Senate by the President of the Senate. 
- (3) Four appointed from the House of Representatives by the Speaker of the 
ouse. 
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wes (4) Three appointed from among State officials by the President of the United 
tates. 
es 6) Two appointed from among county officials by the President of the United 


eo) Two appointed from among municipal officials by the President of the 
United States. 

(b) Not more than one from each class of members appointed under paragraphs 
(1), (5), and (6) shall be from any one political party; and not more than two from 
each class of members apponted under paragraphs (2), (3), and (4) shall be from 
the cy political party. 

(c) Any vacancy in the Commission shall not affect its powers, but shall be 
filled in t é€ same manner in which the original appointment was made. 

(d) The Commission shall elect a Chairman and a Vice Chairman from among 
its members. 

(e) Nine members of the Commission shall constitute a quorum. 


DUTIES OF THE COMMISSION 


Sec. 4. (a) It shall be the duty of the Commission— 

(1) to make a comprehensive study, historic and contemporary, of the 
powers, functions, and jurisdiction of Federal, State, and local governments, 
and of their relationship to one another; 

(2) to make a comprehensive study, historic and contemporary, of the tax 
resources of Federal, State, and local governments, and of their relation- 
ship to one another; and 

3) to correlate stich studies, so as to provide a comprehensive, composite 
description of the powers, functions, and responsibilities of Federal, State, 
and local governments, and of their relationship to one another. 

(b) On the basis of such studies and findings, the Commission shall formulate 
recommendations designed to bring about— 

(1) the orderly elimination of overlapping powers, functions, and juris- 
diction among the several levels of government; 

(2) the more orderly, systematic, and equitable allocation of tax resources 
among Federal, State, and local governments, with a view to providing the 
greatest possible liaison and correlation between revenue-raising and revenue- 
spending agencies, and to ensure that fiscal resources at each level of govern- 
ment are commensurate with allocated responsibilities at such level; 

(3) an equitable system of tax immunities among the several levels of 
government; 

(4) an orderly, sound, and consistent system for tax-sharing and grant-in- 
aid programs; and 

(5) a coordinated, efficient, and well-balanced relationship among Federal, 
State, and local governments which will more fully take into account the 
needs of the present and provide a flexible and valid framework for future 
development. 

(c) The Commission shall make such interim reports to the President and to 
the Congress as it deems advisable, and shall submit its final report to the Congress 
not later than March 1, 1953. The final report of the Commission shall propose 
such constitutional, legislative, and administrative measures as it deems necessary 
for the effective implementation of its recommendations with respect to each level 
of government. 

(d) The Commission shall transmit copies of its final report to the President 
of the United States, to the Members of Congress, and to the Governors of the 
several States. 

TERMINATION OF THE COMMISSION 


Sec. 5. The Commission shall cease to exist upon the filing of its final report. 
POWERS OF THE COMMISSION 


Sec. 6. (a) The Commission may, for the purpose of carrying out the provisions 
of this Act, hold such hearings and sit and act at such times and places, take such 
testimony, and require the attendance of such witnesses and the production of 
such correspondence, books, papers, and documents as it deems advisable. Any 
member of the Commission may administer oaths or affirmations to witnesses 
appearing before the Commission. The Commission may delegate the powers 
conferred by this subsection to any member or group of members of the Com- 
mission. 
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(b) The Commission is authorized to secure from any department, agency, or 
independent establishment of the executive branch of the Government any in- 
formation it deems necessary to carry out its functions under this Act; and each 
such department, agency, and independent establishment is authorized and 
directed to furnish such information to the Commission, upon the request of the 
Chairman or the Vice Chairman. 

(c) The Commission shall advise and consult with representatives of labor, 
industry, commerce, agriculture, taxpayers’ organizations, educational institu- 
tions, and other interested groups, and may establish such advisory committees 
as it deems advisable from among such representatives. Members of any such 
advisory committee shall be reimbursed for travel, subsistence, and other necessary 
expenses actually incurred by them at the direction of the Commission in the 
performance of their duties as such members. 

(d) The Commission shall have power, without regard to the civil-service 
laws and regulations, to appoint an executive secretary, who shall be the chief 
administrative officer of the Commission, and such other personnel as it deems 
advisable, and to fix the compensation of such executive secretary and other 
personnel in accordance with the Classification Act of 1949, as amended. 


EXPENSES OF MEMBERS OF THE COMMISSION 


Sec. 7. Members of the Commission shall be reimbursed for travel, subsis- 
tence, and other necessary expenses actually incurred by them in the performance 
of their duties as such members. 


. 


APPROPRIATION OF FUNDS 


Sec. 8. There are hereby authorized to be appropriated such sums as may be 
necessary to carry out the provisions of this Act. 





[H. R. 3303, 82d Cong. 1st sess.] 
A BILL To establish a temporary National Commission on Intergovernmental Relations 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, 


FINDINGS OF FACT 


Section 1. Since the establishment of the Federal system of Government, no 
comprehensive survey has been made by the Congress of the relationships exist- 
ing among the National, State, and local governments of the United States; of 
the allocation of governmental functions and powers among these three govern- 
mental levels, or of the distribution of jurisdiction of governmental functions and 
powers exercised by two or more governmental authorities. Prior to a determina- 
tion of necessity or desirability of a reallocation of functions and powers or of 
redistribution of jurisdiction over them among the levels of the Federal system, 
it is necessary that such a study and survey be made. It is the belief of the Con- 
gress that such a study and survey of past and present conditions and the deter- 
mination of what legislation should be proposed can best be accomplished through 
the cooperative efforts of officials of government and representatives of the people. 


ESTABLISHMENT OF THE NATIONAL COMMISSION ON 
INTERGOVERNMENTAL RELATIONS 


Sec. 2. (a) There is hereby established a temporary national bipartisan com- 
mission to be known as the National Commission on Intergovernmental Relations 
(hereinafter referred to as the ‘‘Commission’’), which shall be composed of twelve 
members as follows: 

(1) Four appointed by the President of the United States, two of whom.shall 
be officers of the executive branch of the Government and two private citizens; 

(2) Four appointed by the President of the Senate, two of whom shall be Mem- 
bers of the Senate and two private citizens; and 

(3) Four appointed by the Speaker of the House of Representatives, two of 
whom shall be Members of the House and two private citizens. 

(b) Appointments of all of the members shall be made with reference to the 
appointee’s experience with or knowledge of the major problems in the field of 
intergovernmental relations. Of the members enumerated in paragraphs (1), (2), 
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and (3) of subsection (a), not more than two members in each class shall be from 
any one political party. Any vacancy in the membership of the Commission 
shall not affect the Commission’s powers, but shall be filled in the same manner 
in which the original appointment was made. 

(c) The Commission shall elect a Chairman and a Vice Chairman from among 
its members. 

(d) Four members of the Commission shall constitute a quorum. 


DUTIES OF THE COMMISSION 


Sec. 3, (a) It shall be the duty of the Commission to submit to the Congress 
specific recommendations based upon a study of — 

(1) (A) the past and present relations between the National, State, and 
local governments of the United States; (B) the past and present allocation 
of governmental functions and powers among the National, State, and local 
governments of the United States; (C) governmental functions and powers 
exercised by two or more such governments, and distribution of jurisdiction 
over such functions exercised by each such government; 

(2) the fiscal relations among the National, State, and local governments 
with a view of determining the possibilities, and mechanism for achieving, on 
a continuous basis, consistency in the fiscal policies of the several levels of 
governments. In making such study the Commission shall give particular 
attention to (A) intergovernmental tax immunities in terms of the problems 
they create for governments and taxpayers, and means for resolving these 
problems; (B) revenue sources and means for reducing or eliminating inter- 
governmental tax competition; and (C) grants-in-aid, tax sharing, and other 
similar measures for adjusting financial resources to the needs of State and 
local governments, with a view to proposing guides to the use of such devices 
and improvements in their operation. 

(b) The Commission shall submit a final report of its activities, and the results 
of its studies to the Congress on or before the end of the second fiscal year which 
commences after the enactment of this Act, and shall cease to exist upon the 
submission of such final report. 


POWERS OF THE COMMISSION 


Sec. 4. (a) The Commission may, in carrying out this Act, hold such hearings, 
take such testimony, and sit and act at such times and places as the Commission 
deems advisable. Any member of the Commission may administer oaths or 
affirmations to witnesses appearing before the Commission. The Commission 
may delegate the powers conferred by this subsection to any member or to a 
group of members of the Commission. 

(b) The Commission is authorized to secure from any department, agency, or 
independent instrumentality of the executive branch of the Government any 
information it deems necessary to carry out its functions under this Act; and each 
such department, agency, and instrumentality is authorized and directed to furnish 
such information to the Commission, upon request made by the Chairman or 
Vice Chairman. 

(c) The Commission shall have the power, without regard to the civil-service 
laws, to appoint and fix the compensation of an executive secretary, who shall be 
the chief administrative officer of the Commission, and such other personnel as it 
deems advisable, but the rates of compensation of such personnel shali not 
exceed the rates prescribed in the Classification Act of 1949 for comparable duties. 


COMPENSATION OF MEMBERS OF THE COMMISSION 


Sec. 5. (a) Any member or members of the Commission who are appointed 
from among Members of Congress or from the executive branch of the Govern- 
ment shall serve without compension in addition to that received for their services 
as Members of Congress or in the executive branch, but shall be reimbursed for 
travel, subsistence, and other necessary expenses incurred by them in the per- 
formance of their duties as members of the Commission. 

(b) Members of the Commission, other than those to whom subsection (a) is 
applicable, shall receive compensation at the rate of $50 per day for each day they 
are engaged in the performance of their duties as members of the Commission 
and shall be reimbursed for travel, subsistence, and other necessary expenses in- 
curred by them in the performance of their duties as members of the Commission. 
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AUTHORIZATION FOR APPROPRIATIONS 


Sec. 6. There are authorized to be appropriated such sums as may be necessary 
to carry out the provisions of this Act. 





{H. R. 391, 82d Cong., Ist sess] 
A BILL To establish a National Commission on Intergovernmental Relations 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That there is hereby established a national biparti- 
san commission, in which the varios levels of government are represented, to be 
known as the National Commission on Intergovernmental Relations (hereinafter 
referred to as the ‘“‘Commission’”’). In view of the constantly increasing com- 
plexity, during the last century and a half, of a vast network of relationships 
among the Federal, State, county, and municipal governments in the United 
States, this Commission is established for the purpose of studying and making 
recommendations to the President and the Congress, in an effort to bring about— 

(1) the finding of ways and means of establishing a more orderly and less 
competitive fiscal relationship between the several levels of government. 
Major aspects of this problem include the overlapping and confused systems 
of taxation and the increasing demands made upon the Federal Government 
and the States for tax-sharing and grants-in-aid, without following any 
consistent over-all pattern; 

(2) the elimination of duplication and overlapping services, activities, and 
functions, and the securing of a better coordination of such services, activities, 
and functions among the several levels of government; 

(3) the attainment of such an allocation of governmental functions among 
the several levels of government as will contribute to economy in govern- 
mental administration on the one hand, and maximum service to the public 
on the other; 

(4) a reduction in the total governmental expenditures to the lowest 
possible level consistent with the efficient performance of essential services, 
activities, and functions; and 

(5) the development, within the existing constitutional framework, of a 
governmental structure, and such cooperative policies and procedures as will 
tend to overcome existing obstacles to efficient governmental administration, 
and to lay a sound foundation for future development. 

: Sec. 2. (a) The Commission shall be composed of fourteen members as 
ollows: 

(1) Five appointed by the President of the United States, two of whom 
shall be officers of the executive branch of the Government, and three of 
whom shall be private citizens, all of whom shall have had experience with 
or knowledge of major problems in the field of intergovernmental relations. 

(2) Two appointed by the President of the Senate, who shall be Members 
of the Senate. 

(3) Two appointed by the Speaker of the House of Representatives, 
who shall be Members of the House. 

(4) Two appointed by the President of the United States, who shall be 
State officials, from a panel of at least four, submitted by the Council of 
State Governments. 

(5) Two appointed by the President of the United States, who shall be 
municipal officials, from a panel of at least four, submitted jointly by the 
American Municipal Association, the International City Managers Associa- 
tion, and the United States Conference of Mayors. 

(6) One appointed by the President of the United States, who shall be 
a county official, from a panel of at least two, submitted by the National 
Association of County Officials. 

(b) Of the members enumerated in paragraph (1) of subsection (a), not more 
than three members shall be from any one political party; of each class of members 
egumerated in paragraphs (2), (3), (4), and (5) of subsection (a), not more than 
one member shall be from any one political party. 

(c) Any vacancy in the Commission shall not affect its powers, but shall be 
filled in the same manner in which the original appointment was made. 

(d) The Commission shall elect a chairman and a vice chairman from among 
its members. 
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(e) Seven members of the Commission shall constitute a quorum. 

Sec. 3. (a) It shall be the duty of the Commission— 

(1) to make a thorough and comprehensive study of the subjects listed 
below, and of any related subjects with a view of determining what changes 
in existing relationships, in its opinion, are necessary to the accomplishment 
of the purposes set forth in section 1 of this Act: 

A. The origin and development, and present status, of the relations 
and interrelations of the Federal, State, and local governments of the 
United States; 

B. The allocation of governmental functions among the Federal, 
State, and local governments of the United States; 

C. The problem of geographical areas as related to governmental 
functions, feld administration, and metropolitan communities; 

D. The gradual encroachment upon our Federal system of current 
and impending developments in the fiscal relations of the Federal 
Government with the States, and of the States with their political 
subdivision; 

(2) to submit its final report and recommendations to the President and 
the Congress on the subjects indicated above, and suggest plans and procedures 
for fi these recommendations into effect, not later than February 
1, 1952. 

Sec. 4. (a) The Commission may, in carrying out this Act, hold such hearings 
and take such testimony, sit and act at such times and places as it deems advisable. 
Any member of the Commission may administer oaths or affirmations to witnesses 
appearing before the Commission. The Commission may delegate the powers 
conferred by this subsection to any member or to a group of members of the 
Commission. 

(b) The Commission is authorized to secure from any department, agency, or 
independent instrumentality of the executive branch of the Government any 
information it deems necessary to carry out its functions under this Act; and each 
such department, agency, or instrumentality, is authorized and directed to 
furnished such information to the Commission, upon request made by the chair- 
man or vice chairman. 

(c) The Commission shall have power to appoint and fix the compensation of a 
Director of Research and all other necessary personnel without regard to the 
civil-service laws, and without reference to political affiliations, solely on the ground 
of fitness to perform the duties of their office. 

Src. 5. (a) Members of the Commission, other than those to whom subsections 
(b) and (c) of section 2 are applicable, and within the provisions of subsection 
(ec) of section 5, shall receive compensatoin at the rate of $50 per day for each day 
they are engaged in the performance of their duties as members of the Com- 
mission, and shall be reimbursed for travel, subsistence, and other necessary 
expenses incurred by them in the performance of their duties as members of the 
Commission. 

(b) Members of the Commission who are Members of Congress shall serve 
without compensation in addition to that received for their services as Members 
of Congress; but shall be reimbursed for travel, subsistence, and other necessary 
expenses incurred by them in the performance of their duties as members of the 
Commission. 

(c) Each member of the Commission from the executive branch of the Govern- 
ment shall receive, in addition to the Fag oar ayn for duties performed in the 
executive branch, $50 per day for each day he is engaged in the performance of his 
duties as a member of the Commission: Provided, however, That his total aggregate 
annual salary shall not exceed $12,500; and shall be reimbursed for travel, sub- 
sistence, and other necessary expenses incurred in the performance of his duties 
as a member of the Commission. 

Sec. 6. There are authorized to be appropriated such sums as may be necessary 
to carry out the provisions of this Act. 

Sec. 7. The Commission shall cease to exist at the end of the fiscal year during 
during which its final report to the President and the Congress is made. 
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( H. R. 13, 824 Cong., Ist sess.} 
A BILL To establish a National Commission on Intergovernmental Relations 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That there is hereby established a temporary 
national bipartisan commission, in which the various levels of govenment are 
represented, to be known as the National Commission on Intérgovernmental 
Relations (hereinafter referred to as the “‘Commission’’). In view of the con- 
stantly increasing complexity, during the last century and a half, of a vast net- 
work of relationships among the Federal, State, county, and municipal govern- 
ments in the United States, this Commission is established for the purpose of 
studying and making recommendations to the President and the Congress, in 
an effort to bring about— 

(1) the finding of ways and means of establishing a more orderly and less 
competitive fiscal relationship between the several levels of government. 
Major aspects of this problem include the overlapping and confused systems 
of taxation and the increasing demands made upon the Federal Government 
and the States for tax-sharing and grants-in-aid, without following any 
consistent over-all pattern; 

(2) the elimination of duplication and overlapping services, activities, 
and functions, and the securing of a better coordination of such services, 
activities, and functions among the several levels of government; 

(3) the attainment of such an allocation of governmental functions among 
the several levels of government as will contribute to economy in govern- 
mental administration on the one hand, and maximum service to the public 
on the other; 

(4) a reduction in the total governmental expenditures to the lowest 
possible level consistent with the efficient performance of essential services, 
activities, and functions; and 

(5) the development, within the existing constitutional framework, of a 
governmental structure, and such cooperative policies and procedures as 
will tend to overcome existing obstacles to efficient governmental administra- 
tion, and to lay a sound foundation for future development. 

Sec. 2. (a) The Commission shall be composed of fourteen members as follows: 

(1) Five appointed by the President of the United States, two of whom 
shall be officers of the executive branch of the Government, and three of 
whom shall be private citizens, all of whom shall have had experience with 
or knowledge of major problems in the field of intergovernmental relations. 

(2) Two appointed by the President of the Senate, who shall be Members 
of the Senate. 

(3) Two appointed by the Speaker of the House of Representatives, who 
shall be Members of the House. 

(4) Two appointed by the President of the United States, who shall be 
State officials. 

(5) Two appointed by the President of the United States, who shall be 
municipal officials. 

(6) One appointed by the President of the United States, who shall be 
a county official. 

(b) Of the members enumerated in paragraph (1) of subsection (a), not more 
than three members shall be from any one political party; of each class of mem- 
bers enumerated in paragraphs (2), (3), (4), and (5) of subsection (a), not more 
than one member shall be from any one political party. 

(c) Any vacancy in the Commission shall not affect its powers, but shall be 
filled in the same manner in which the original appointment was made. 

(d) The Commission shall elect a chairman and a vice chairman from among 
its members. 

(e) Seven members of the Commission shall constitute a quorum. 

Sec. 3. (a) It shall be the duty of the Commission— 

(1) to make a thorough and comprehensive study of the subjects liste? 
below, and of any related subjects, with a view of determining what change: 
in existing relationships, in its opinion, are necessary to the accomplishmeny 
of the purposes set forth in section 1 of this Act: 

A. The origin and development, and present status, of the relations 
and interrelations of the Federal, State, and local governments of the 
United States; 

B. The allocation of governmental functions among the Federal, 
State, and local governments of the United States; 
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C. The problem of geographical areas as related to governmental 
functions, field administration, and metropolitan communities; 

D. The gradual encroachment upon our Federal system of current 
and impending developments in the fiscal relations of the Federal 
Government with the States, and of the States with their political 
subdivisions; 

(2) to submit its final report and recommendations to the President and 
the Congress on the subjects indicated above, and suggest plans and pro- 
cedures for carrying these recommendations into effect, not later than Feb- 
ruary 1, 1953. 

Sec. 4. (a) The Commission may, in carrying out this Act, hold such hearings 
and take such testimony, sit and act at such times and places as it deems advisable. 
Any member of the Commission may administer oaths or affirmations to witnesses 
appearing before the Commission. The Commission may delegate the powers 
conferred by this subsection to any member or to a group of members of the 
Commission. 

(b) The Commission is authorized to secure from any department, agency, or 
independent instrumentality of the executive branch of the Government any 
information it deems necessary to carry out its funetions under this Act; and each 
such department, agency, or instrumentality, is authorized and directed to furnish 
such information to the Commission, upon request made by the chairman or 
vice chairman. 

(c) The Commission shall have power to appoint and fix the compensation of 
a Director of Research and all other necessary personnel without regard to the 
civil-service laws, and without reference to political affiliations, solely on the 
ground of fitness to perform the duties of their office. 

Sec. 5. (a) Members of the Commission, other than those to whom subsections 
(b) and (e) of section 2 are applicable, and within the provisions of subsection (c) 
of section 5, shall receive compensation at the rate of $50 per day for each day 
they are engaged in the performance of their duties as members of the Commis- 
sion, and shall be reimbursed for travel, subsistence, and other necessary expenses 
incurred by them in the performance of their duties as members of the Commission. 

(b) Members of the Commission who are Members of Congress shall serve 
without compensation in addition to that received for their services as Members 
of Congress; but shall be reimbursed for travel, subsistence, and other necessary 
expenses incurred by them in the performance of their duties as members of the 
Commission. 

(c) Each member of the Commission from the executive branch of the Govern- 
ment shall receive, in addition to the compensation for duties performed in the 
executive branch, $50 per day for each day he is engaged in the performance of 
his duties as a member of the Commission: Provided, however, That his total 
aggregate annual salary shall not exceed $12,500; and shall be reimbursed for 
travel, subsistence, and other necessary expenses incurred in the performance of 
his duties as a member of the Commission. 

Sec. 6. There are authorized to be appropriated such sums as may be necessary 
to carry out the provisions of this Act. 

Sec. 7. The Commission shall cease to exist at the end of the fiscal year during 
which its final report to the President and the Congress is made. 


Mr. Bonner. The subcommittee will take under consideration at 
the present time H. R. 3683 introduced by Mr. Dawson of Illinois, 
who is chairman of the Committee on Expenditures in the Executive 
Departments. 

The subcommittee is pleased to have the Governor of New Jersey, 
Hon. Alfred Driscoll, and the Governor of Wisconsin, Hon. Walter 
Kohler present. The subcommittee looks forward with anticipation 
and pleasure to having the Governor of Illinois, Hon. Adlai Stevenson 
soon. 

We will first hear from Governor Driscoll, of New Jersey. 
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STATEMENT OF HON. ALFRED DRISCOLL, GOVERNOR OF 
NEW JERSEY 


Governor Driscott. Mr. Chairman, we are very happy to have 
this opportunity to appear before your subcommittee. 

We ea State governments, local governments, including 
municipalities and county governments. 

There are present in the room and collaborating with the committee 
of goveraors the following gentlemen, whom I would like to identify 
for the purpose of the record. It might be helpful, Mr. Chairman, as 
I call their names for them to stand, so that you will have an opportu- 
nity to look at them. They may not all be here, because they have 
other engagements. 

Governor Kohler, of Wisconsin, is on my left. 

And as you have indicated, Governor Stevenson, of Illinois, is 
expected. 

In addition we have Mayor W. R. Hartsfield, of Atlanta, represent- 
ing the American Municipal Association. 

We have Mr. Fred A. Schuckman, representing the American 
Municipal Association. 

We have Mr. John H. Witherspoon, the comptroller of Detroit, 
and a representative of the American Municipal Association. 

We have associated with us Mr. Paul V. Betters, representing the 
United States Conference of Mayors. 

Likewise associated with our committee is Mr. Charles F. Conlon, 
representing the Federation of Tax Administrators. 

Similarly associated with us is Mr. Keith L. Seegmiller, representing 
the National Association of County Officials. 

We are pleased to have with us this afternoon, also, Mr. Frank 
Bane, the executive director of the Council of State Governments, and 
Mr. Theodore Driscoll, likewise a member of the staff of the Council 
of State Governments. 

In addition, the following governors are members of the committee 
that I have the honor to be chairman of, Governor Byrnes, Governor 
Williams, Governor Pyle. 

Mr. Bonner. Will you give their States, too, Please? 

Governor Driscotu. Governor Pyle of Arizona, Governor McGrath 
of Arkansas, Governor Williams, of course, is the Governor of 
Michigan, and Governor Byrnes (South Carolina), I think you all 
know by virtue of your long association with him. 

At the outset, I would lke to state that all of us who have been 
studying this problem, including the representatives of our municipal 
governments, our counties, and our States, recognize that we are 
considering a very complex and difficult problem. We believe there 
are certain fundamental issues that can best be considered and, 
ultimately, we hope solved by the creation of a commission provided 
phn tae staffs and empowered to engage in the necessary research 
work. 

We believe that such commission, in the long run, will establish a 
pattern or guide which would be of inestimable help at all levels of 
government who are interested in promoting the economy of govern- 
ment and rendering a better service to our taxpayers. 
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lee i is, as the chairman and members of the committee know, a new 
subject. 

A good many bills and resolutions have been introduced from time 
to time. And the governors’ Conference has gone on record on the 
subject over a number of years. 

e likewise are aware of the fact that Congress is faced with many 
heavy burdens. 

The proposed Federal budget for the fiscal year 1953 calls for a total 
expenditure of $85,000,000,000. Of this amount, $72,000,000,000, 
or approximately 85 percent will, undoubtedly, be dedicated to the 
needs of our national and international security programs, our interest 
on the national debt, and commitments for veterans’ services and 
benefits. 

The sums required to finance expenditures of this magnitude will, 
undoubtedly, involve sacrificial drains on every man, woman, and child 
in the country. 

The size of this budget, particularly when it is taken in conjunction 
with the size of our State and local budgets, makes it imperative that 
all levels of government seek to achie: every possible saving to the 
taxpayers. 

The size of these budgets limits and limits severely the revenue 
sources available for the vital services which must be performed by 
State and local governments. The total expenses of State and local 
governments have, as we all know, increased greatly; in fact, doubled 
in the past 6 years as these areas of government have felt the impact 
of inflation and have attempted to meet the ever-increasing needs in 
the field of education, highways, welfare, and public health—needs, I 
might say, occasioned by our rapidly increasing population and our 
rapidly expanding industrial economy. 

The allocation of adequate sources of revenue among the various 
levels of government is an essential condition for the maintenance of a 
strong Federal system of government. 

The experience of history indicates that when a unit of government 
loses power to raise a substantial portion of its own revenue to finance 
its activities, its power and influence decline and another area of 
government takes over and operates the services and functions. 

Federal, State, and local governments in recent years have hunted 
diligently for new tax sources. T hey have expanded their taxes on 
incomes, gasoline, tobacco, amusements, alcoholic beverages, stock 
transfers, inheritances, gifts, and in numerous other fields, until today 
duplicating and overlapping taxes by all levels of government confuse 
and plague the American taxpayer. 

The ill effects of excessive duplication and overlapping are well 
known and may be summarized as follows: 

1. They result in an undue concentration of tax charges on a narrow 
range of economic activity. They may distort the whole pattern of 
investment and employment. 

2. They limit the degree to which local governments have freedom 
in securing revenue sources to meet their individual needs. 

3. They increase the cost of administration of collecting the taxes. 

4. They reduce efficiency of the services rendered by government, 
by virtue of the divided responsibility and the division of administra- 
tion. 
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5. They irritate and annoy the taxpayer who is already heavily 
burdened by the obligation to pay other taxes, levied by other levels 
of government. 

In a number of instances in recent years our taxpayers have been 
called upon to face doubled, indeed tripled, tax-reporting systems. 

The problems of competition for tax sources, combined with the 
consequences of duplicating and overlapping taxes, have led to growing 
pressures to do something about this issue. 

In recent years Federal, State, and local organizations have been 
working on the problem. 

Today it seems to me the need is more urgent, more acute than 
ever before. 

Of the total national tax collections in 1950, over 70 percent came 
from sources which overlapped State taxes. Of total State tax collec- 
tions in the same year almost 50 percent came from sources which 
overlapped national taxes. 

These percentages will be considerably larger in 1952. 

State and local governments are caught between the rapid increase 
in the cost of materials and personal services and the demand for tre- 
mendous funds by the National Government to cover vital military 
and foreign affairs expenditures. These developments have pressed 
the localities to look to the States increasingly to provide funds for 
services largely local in character. 

The increase in State appropriations for aid to local governments 
since 1942 has been very significant. Expenditures for this purpose 
climbed from $1,800,000,000 in that year to, approximately, $4,000,- 
000,000 in 1950, a rise of 135 percent, and these expenditures will be 
further increased during the current year. 

State aid to local governments in 1950 amounted, approximately, to 
37 percent of State revenues of all kinds, including Federal grants, but 
excluding unemployment compensation. 

As the localities have looked to the States for their funds, the States 
under similar pressures very frequently have looked to the National 
Government for help. 

In 1942 total aid received from the Federal Government -by the 
States was $786,000,000. By 1950 the aid had more than doubled, 
reaching approximately, $2,000,000,000, and estimates for the current 
fiscal year place Federal grants te the States at approximately 
$3,000 ,000,000. 

And so the States are increasingly providing the money to finance 
local activities, and the National Government is providing increasingly 
the money to finance State activities. 

With money goes power. With power goes control. And with the 
ever-increasing control of the State over the locality and the National 
Government over the State, there is the increasing trend toward cen- 
tralization which is a grave danger alike to local self-government and 
our federal system. 

We cannot consider the tax and revenue problems of local, State, 
and Federal Governments without a comprehensive appraisal of the 
functions, the duties, and the responsibilities of the various levels of 
government. We believe that now is the time for such a comprehen- 
sive study and appraisal, both functional and financial. 


21824—52——-3 
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Our chief recommendation is, therefore, that the Congress establish. 
at the earliest possible time, a commission charged with the duty and 
responsibility of studying Federal, State, and Jocal relationships and 
submitting an action program designed to strengthen the foundations 
of our American system, based to every extent possible upon local 
responsibility, local control, and local self-government. 

e do not believe this job can be done in a month or even in a year. 
We are confronted with a fundamental issue almost as sentimental as 
the issue that confronted the founding fathers when they met in 
Philadelphia to establish our Federal Constitution. 

Our present system of financing government in this country has 
grown over the years somewhat like Topsy, without too much rhyme 
or very much reason in many instances. We are engaged in chasing 
ourselves around a circle. 

Each new need results in a level of government vainly striving to 
meet that need within its own limited resources and then looking to 
the level of government above it for help. And the level of govern- 
ment above it, in turn, looks to another level of government, and the 
level of government at the very top, in this instance, the National 
Government, must necessarily impose taxes upon the very people who 
would pay the tax in the first instance, had the service been financed 
locally where the citizens would have had a full opportunity to observe 
its operation and determine whether the service rendered met the 
needs of that community. 

It is our hope that this subcommittee will consider the various bills 
that have been introduced, the resolutions. And we should like, also, 
respectfully to suggest that the committee may wish to consider 
S. 1146 which was passed by the Senate on July 23, 1951, and sent. 
over, I believe, to the House, and then recalled. We have reason 
to believe that the bill may again be passed by the Senate. If that is 
the procedure, I mean. And that, ultimately, the bill will find its way 
to this subcommittee. 

The purpose of S. 1146 is, I think, substantially the same purpose as 
that outlined in a number of other bills that are presently before the 
subcommittee. 

I believe I can speak for the representatives of the Governors’ 
Conference, the Council of State Governments, the United States 
Conference of Mayors, the American Municipal Association, the 
National Association of County Officials, the Federation of Tax 
Administrators when I say that the basic objective of S. 1146 has our 
wholehearted and emphatic support. By the same token, similar 
objectives expressed in the bills introduced in the House, I believe, 
would likewise have our support. 

That concludes my preliminary statement. 

Mr. Bonner. Of course, this subcommittee has to consider the 
legislation. I have been interested, and I am sure the committee has 
been interested in the presentation of the problems between the 
States and the Federal Governments that you have so ably made. 
However, we have to study the legislation. We have to consider the 
bill, may have to amend the bill. 

We want your views on the legislation, on the bill itself. 

You made reference to the Senate bill. Is the Senate bill practi- 
cally the same as the bill that I have selected for consideration by this 
committee, House bill 3683? 


























NATIONAL COMMISSION ON INTERGOVERNMENTAL RELATIONS 15 





Governor Drisco.u. Let us review for eet a moment, if I may 

Mr. Bonner. Suppose we take this bill. I want to get the views 
of the governors. You represent the governors. I want to take 
this bill section by section. Let us take the first section. You have 
just glanced at that. Offer such comment as you will. 

Governor Driscoitt. Mr. Chairman, speaking for myself and I 
believe subject to correction by the other members of our committee, 
the objective stated in the first section, certainly, is the objective that 
we seek. 

Mr. Bonner. That is the objective that you have already spoken 
on? 

Governor Drisco.u. That is correct. 

Mr. Bonner. Then we will take section 2. That is the establish- 
ment of a National Commission on Intergovernmental Relations. 

Governor DriscoL.. We approve, subject to dissent by the mem- 
bers of the committee who are present, section 2. 

Mr. Bonner. I call to your attention in section 2, line 12, the sen- 
tence, that— 


There is hereby established a temporary national bipartisan commission. 


The word “‘temporary”’ is used. 

Do you think that the Commission should have a specific time in 
which it should hold its hearings and report to the Congress its findings 
and recommendations, or should it be left with that word ‘‘tem- 
porary” in there? 

Governor Driscoii. Mr. Chairman, the members of our committee 
have discussed that subject. It was our preliminary thought, on the 
basis of our discussion, that a time limit should be established, and we 
tentatively suggested that the report should be filed on or before 
December of 1953. 

It is my recollection that the bill itself, to which you have referred, 
does provide for some time. 

Mr. Bonner. On page 4, counsel to the committee has called to 

my attention, under “(b),’”’ it states that— 
The Commission shall! submit a final report of its activities, and the results of its 
studies to the Congress on or before the end of the second fiscal year which com- 
mences after the enactment of this act, and shall cease to exist upon the sub- 
mission of such final report. 

Governor Driscotu. I would think that would be quite all right. 

Mr. Bonner. Do you think that they would have sufficient time 
to make this study that you have in mind? 

Governor Driscoti. That would give us 2 years from July 1, 1952, 
is that correct? 

Mr. Bonner. We cannot set the time. We can only approximate 
the time. 

Governor Driscouti. That would be, at least, 2 years. 

Mr. Bonner. We will pause for a moment. We are delighted to 
have the Governor of the great State of Illinois, the Honorable Adlai 
Stevenson, with us. 

We were discussing the length of time that the Commission should 
be authorized to exist, that is, the life of the Commission which should 
be authorized. 

Governor DriscoLyi. Mr. Chairman, we believe that the term estab- 
lished in H. R. 3683 is reasonable and proper, under the circum- 
stances. 
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Mr. Bonner. All right, sir. Now, if you will proceed. 

Governor Driscott. I think that Governor Kohler has summarized 
it quite well, that is, the position of the governors in an aside that he 
= made to me when he said that H. R. 3683 appears to be a good 

ill. 

Governor Kouter. I think so. 

Governor Drisco.u. As we would say in New Jersey, it ought to 
pass. 

Mr. Bonner. That might be true, but down in North Carolina we 
sometimes say that it is a long time between drinks, and it will, 
probably, be many a drink taken before this finally gets out of the 
committee. 

We want to go along here and get your views on certain parts of 
this bill. We want something on the record that may be reviewed 
by those members of the committee who are unable to be present. 

Mr. Brownson. Will you yield for a question? 

Mr. Bonner. Yes. 

Mr. Brownson. On page 3 of the Senate bill, line 14, we find a 
subparagraph (e). I notice, in making a very quick comparison, 
that that subparagraph is not included in H. R. 3683. That is the 
subparagraph calling for the appointment of the prescribed members 
of the Commission to be made in consultation with and advice from 
official representatives of organizations of State and local governments. 

Was that subparagraph something that was inserted into the Senate 
bill at the request of your group? Do you know the history of that 
particular clause? 

Governor Drisco.u. It is my recollection that the various groups 
that are represented here today expressed the hope that these various 
organizations would be consulted m the appointment of members of 
the Commission. 

Mr. Brownson. Would you recommend that this clause be in- 
cluded in any legislation that was passed? 

Governor Driscoutu. I do not regard it as too important, speaking 
for myself, because I am confident that the persons named to make 
the appointment want to do that, anyway. So the presence of the 
language in the bill, I do not regard as of great importance. 

Mr. Brownson. There is, also, quite a little difference from the 
Senate version on page 4, line 18 of Chairman Dawson’s bill. In 
paragraph “(b)” we find— 
the Commission shall submit a final report of its activities and the results of its 
studies to the Congress on or before the end of the second fiscal year which com- 
mences after the enactment of this act and shall cease to exist upon the submission 
of such final report. 

In the copy of S. 1146 that I have here, page 4, line 23, we find 
there is provision made for interim reports at such time or times as 
the Commission deems necessary. And then, reading farther, we 
find that the final report of the Commission is given a definite time 
schedule, as not later than March 31, 1953, at which time the Com- 
mission shall cease to exist. 

Of course, this piece of legislation, S. 1146, was originally written 
last July, but do you think that would give time enough until March 
31, 1953? 
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Governor Driscoutu. We were inclined to think that that did not 
give sufficient time under the circumstances, and that a longer period 
of time should be given to the Commission to conclude its work. 

Mr. Brownson. Would you be inclined to feel then that the pro- 
visions of Chairman Dawson’s bill setting up a time limit of 2 years, 
after the end of the fiscal year of the enactment of this legislation, 
would be a better provision in that respect? 

Governor Driscouu. Yes. 


STATEMENT OF HON. ADLAI E. STEVENSON, GOVERNOR OF 
ILLINOIS 


Governor StevENSON. Would that mean, if this act were enacted 
now, at the end of fiscal 1954, which would give us in effect 2 years? 
And several months? 

Mr. Bonner. We were discussing that when you came in, Governor 
Stevenson. The provision written into the bill determines the length 
of time from its enactment, instead of being written in the bill so as 
to set a predetermined termination date. 

Governor Stevenson. | think Governor Driscoll’s point is that we 
ought to have 2 years to do this, however it is worded. We do not 
care how it is worded. 

Mr. Bonner. You think it will require 2 years to make this study? 
That is the answer we want. 

Now I call your attention to line 21, page 2, where it refers to “two 
private citizens.” 

Do you think that some definition as to area, geographical or some- 
thing else, should be included in the language in order to pin it down 
as to where these citizens should come from and the type of citizen 
it would be? 

Phew eam Drisco.u. Speaking for myself, I like the language of 
the bul. 

If we are to successfully accomplish one of these most difficult mis- 
sions that is confronting government today it will require a very 
broad gage commission, objective in every one. Therefore, personally 
and speaking personally, I think it would be a mistake either to try 
to tie membership down geographically or according to particular 
interests in a particular level of government. 

Mr. Bonner. I was thinking in terms of trying to get a broad view 
representing the various sections of the country as a whole. 

Figo Drisco.u. I have confidence that we could accomplish 
at. 

Mr. Bonner. I want something of a discussion of this kind in the 
hearing, so that those who will establish this commission, if it is 
9 will have a yardstick and some guidance with which to 
work. 

Governor Driscott. It would appear to me that it would be a great 
mistake to limit the appointing power, because our objective is to 
bring to bear upon this difficult problem the best minds in America. 
And if we can do that, I think we can achieve substantial justice for 
all levels of government. 

Mr. Brownson. Relative to that point which you are discussing, 
does the Governor feel that a commission of 12 is approximately the 
right size to accomplish this job? Do you think it should be larger 
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or do you have any other reaction as to the size? You have worked 
a lot with committees in study problems, I know, and your recom- 
mendation, I think, would be very interesting to us. Do you think 
this Commission covers a large enough cross section to make its opera- 
tion practical? 

Governor Drisco... It is my conviction that if the Commission is 
any larger than 12 that it will run into administrative difficulties. 
Twelve seems to me to be a very good size. 

Mr. Bonner. Mr. Dawson, do you have any questions? 

Mr. Dawson. No, thank you. 

Mr. Bonner. Mr. Shelley? 

Mr. Suetiey. Not at this point. 

Mr. Bonner. Mr. Fine? 

Mr. Fine. Not at this point, sir. 

Mr. Bonner. Do you have any observation that you desire to make 

-on section 3? 

Governor Driscotu. The only observation that I would care to 
make on section 3 is that it seems to me to cover the objective of our 
committee very well. 

The virtue of this particular bill, Mr. Chairman, it seems to me, is 
the fact that it places first emphasis on functions, rather than on taxes. 
If we can reach a basic decision with respect to functions, the tax 
situation may very well take care of itself. 

Mr. Bonner. Section 4 then. 

Mr. Brownson. Do you feel that there is any advantage, Governor, 
in the provision for interim reports as contained in the Senate bill over 
Sree above the language of the House bill which we are considering 

ere? 

The Senate bill provides under the “powers of the commission,” 
contained in the last paragraph of section 3, for an interim report, 
as well as the final report of the committee. 

The House measures which we are considering here provide only 
for the final report. 

Do you see any advantage in legislatively requiring interim reports? 

Governor Stevenson. I would have thought that the committee 
would have that power, in any event, whether it is in the act or not. 
Therefore, I would not see that it contributed anything to the bill 
by inserting it specifically. 

Mr. Brownson. Thank you very much, Governor. 

Mr. Bonner. We were at section 4. Are there any observations 
that you gentlemen have on section 4? 

Governor Konter. I think section 4 very well states the powers 
of the Commission. I think it gives it plenty of authority. And it, 
also, provides for cooperation with other departments, with other 
instrumentalities of the executive branch of the Government. I do 
not know how section 4 could be improved. 

Mr. Bonner. How about the powers of subpena? Have you 
given any thought to giving that power to the Commission? 

Governor Kon.er. I have not, sir. I would question whether 
it were necessary in this case. I should think that cooperation 
between the various levels of government and the instrumentalities 
of government, both local, State and National, would be had. After 
all, we are concerned with solving this very difficult, puzzling and 
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baffling problem. I do not think that the power of subpena should 
be necessary. Is that not the feeling? 

Governor Drisco.u. Yes; I will agree with that statement made 
by Governor Kohler. I do not object to it. 

The power of subpena, as I understand it, applies to the Federal 
level. I would have no objection to it applying at any level. I 
doubt if it will be necessary to use the power. 

Mr. Bonner. That, we will say, concludes the statement of Gov- 
ernor Driscoll. 

Governor Kohler, do you have any views that you would like to 
give? 

Governor Kouuer. I have very little to add to Governor Driscoll’s 
very able presentation of our position. 

I do want to emphasize, though, that I think that the problem 
facing us is one of reappraising, reevaluating, reanalyzing and, if 
you please, redefining the functions of government. 

As vou know, historically, the Thirteen Original States were very jeal- 
ous of a strong Central Government and as a consequence they formed 
a loose confederation which they found in a very few years was not 
sufficiently strong to bind the States together. As a consequence, 
they adopted a much stronger Federal Government. But it was 
their fear at that time that the Federal Government might become 
so strong as to dominate the States. 

In the course of the last, oh, 20 or 30 years perhaps, the tendency 
has grown for power to be centralized more and more in Washington. 

I do not mean to imply that there is any reflection upon anybody 
in the development of that tendency. In fact, the States, I think, 
must share the responsibility for it. 

But I think, also, that the Federal Government has taken onto 
itself or had yielded to it by the States certain functions of govern- 
ment which primarily belong in the local governments. 

There are certain functions which are best done locally, as you 
know. Some best done at the State level and some which can only 
be done at the Federal level. 

I think that it is important that we redefine and reevaluate and 
reappraise those functions, so that there will be no duplication and 
that the function will be performed at that level which is most econom- 
ically and effectively done. 

Mr. Bonner. Governor, it has been my opportunity to observe 
the Federal Government since 1924. 

The encroachment by the Federal Government on functions of the 
State governments, in my opinion, did not originate in Washington. 

Governor Kou.er. I am prepared to agree with that, sir. And as 
I said, the States must share the responsibility for it. 

Mr. Bonner. I have watched the groups, and I do not make any 
distinction between them, come to Washington looking for aid, 
assistance and direction and requesting it. 

I remember when we inaugurated the agricultural program. The 
country was destitute. I heard a very prominent member of the 
Congress then say, “We will cut the boat loose from a sound motor.” 

When this mission goes into all of the Federal aids and grants, and 
so forth, what is goimg to be the attitude of the States, when the 
commission makes this recommendation and that recommendation? 
I am thinking now of the Congress that will be sitting at that time, 
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that will have the responsibility to carry out some of these recom- 
mendations, of which there would be a good many. 

We now are swamped at times with letters and petitions in support 
of the Hoover Commission Report. A great deal of the information 
that has been sent out through the country about the recommenda- 
tions is not correct. Nevertheless it has been sent out by the citizens 
committee. It is misinforming. 

This commission will, probably, come in without a unanimous 
report, as did the Hoover Commission. They did not come in with 
a unanimous report. It was the views and recommendations of that 
Commission, and yet some of its members dissented. Do we know 
that the minority views are wrong? 

I am interested to know what position the States are going to take 
when you reduce the field of Federal taxation, because then we will 
have to reduce the field of Federal aid to States. 

— Kouter. That is precisely what we hope can be accom- 
plished. 

Mr. Bonner. Are the States prepared to accept that? 

Governor Konuer. Mr. Chairman, I think there is a growing 
realization on the part of the States that they must reassume some 
of the obligations which they have passed on to the Federal Govern- 
ment. 

We agree with you that if you reduce the taxation you must reduce 
the functions, too. But that is why we are so pleased at the emphasis 
in this bill, that it is on function, and that the taxation will conse- 
quently have a tendency to solve itself. 

I do not mean to underestimate the magnitude of this problem. I 
think it is a very, very large one, but I think I can also assure you 
there is a keen awareness on the part of the governors and the States 
that they must reassume some of the obligations that they have 
passed on. 

Mr. Bonner. Governor Driscoll’s statement impressed me very 
much when he said ‘‘this subject of taxes is close to everybody.”’ The 
Governor of New Jersey stressed this overlapping of taxes which we 
all are aware of. 

Governor Driscotu. Whether the Federal Government has gone 
into the State tax field or the State has gone into the Federal field, 
they are all taxing the same individual, and it is a duplicate tax. 

Governor Konuer. That is right. 

Mr. Dawson. Why cannot a convention of governors meet and 
decide not to accept any Federal grants, not to ask for any, but that 
they themselves, within the confines of their States, will work out 
their problems? There is no compulsion on the State to accept grants 
from the Federal Government. 

Governor Kou.er. Mr. Dawson, there are many States who have 
refused Federal aid and have appeared against bills granting Federal 
aids. 

Mr. Dawson. That is right. 

Governor Kouuer. I do not hope, nor do I suppose that you can 
get we unanimity of opinion among all of the governors. That 
is one of the things that makes this problem complex. This is blunt 


language, but in a sense the States have been corrupted by their own 
money. 
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Mr. Dawson. Could you not approach it this way, Governor: 
Some of the States are rich and can afford the services to their citizens 
that other States cannot afford. Would you deny to those poorer 
States the aid necessary to bring them up to the status of the more- 
favored States? 

Governor Kouuer. No, Mr. Dawson; I would not. I see complete 
justification, both moral and economic, for a wealthier State to aid 
its poorer sister State. 

Mr. Dawson. How would you do it? 

Governor Kouuter. You would have to do it through the Federal 
Government, of course. 

Governor Driscotu. May I comment on that question? 

Mr. Bonner. Yes. 

Governor Driscotu. It would be utterly impossible for any con- 
vention of governors to achieve the objective that we have in mind. 

My State of New Jersey is a great research State. We spend in 
New Jersey about one-third of all of the money that is spent in the 
Nation on industrial research. 

There has been practically no money spent on research in the 
business of Government. 

We could reach certain general agreements at a governors’ confer- 
ence, but what we need is not an agreement as to our best thought 
but rather a guide based on scientific study of this whole problem and 
services and functions, costs, who should administer them, and under 
what circumstances. 

I feel very confident that, if a competent commission is created 
that will be respected, that will be supported by a competent research 
staff, its report would find substantial support not only among the 
States but among the various political subdivisions of the States. 

I would not expect that such a report would receive unanimous 
support. We just do not live in that kind of world, unfortunately. 
But I do believe that it would receive sufficient support to permit us 
to take long strides in the right direction. 

Today we do not know the capacity of the several States to support 
their services. There is no real information on that subject. 

Today we really do not know the capacity of our various cities 
throughout the States to support the services that they are rendering. 

As a result, wherever a group pressure develops for a new service 
or for additional financial support for a service, we either must accept 
their statement that more funds are needed and are not to be raised 
locally, but must be raised at the next level of government, or we deny 
the service. 

So that I think your very inquiry supports the proposition of the 
bill that we have been discussing. 

I suspect that you have had in the back of your mind as you have 
asked your question the great problem of education. I am sure that 
every member of this committee of ours favors the best possible educa- 
tional system for all of our children, because their education is the best 
guaranty of the future of this Nation. 

Mr. Dawson. And the health of the citizen is important, too, to 
my mind. 

Governor Drisco... I go along with you on that. 

Mr. Dawson. It is as important as education. We ought to have 
health programs. 
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Governor Driscouu. I agree, but we do not know the capacity 
of the several States to provide for education. We have some in- 
formation, it is true. But there has yet to be developed, in m 
a og in this Nation an adequate yardstick that measures pies § 

ew Jersey, if I may cite my State as an illustration, is quite 
prepared to have Federal aid granted, to change the subject for a 
moment, to certain of our States to help them with their highway 
roblems. We think in New Jersey that we could get along without 
ederal aid for highway construction if some adjustment could be 
made, also, in the Federal gasoline tax which was passed as emergency 
tax many years ago and has continued down through the years. 

Mr. Bonner. Your citizens travel over the other 47 State highways. 

Governor Drisco.u. Of course. That is why I say we would be 
perfectly prepared, of course, on the basis of need to support a Fed- 
eral-aid program to those States where need can be demonstrated for 
such a period of time as that need may be demonstrated. 

We do not think, however, that it is sound administration to give 
every State, irrespective of need, a hand-out, knowing full well that 
that simply means that two sets of engineers, two sets of adminis- 
trators, two sets of tax collectors, and the like will be required. 

The fact is that we had Federal aid for highway construction before 
we had the gasoline tax. 

Mr. Bonner. I do not want to close you off at all. 

Governor Driscou. I have closed myself off. 

Mr. Bonner. I want to stick as close to this bill as I can. I want 
to advance this thought and see what you think of it. 

This is very similar to what we termed the Hoover Commission. 
We agree on that; do we not? 

Governor Drisco..t. Yes, sir. 

Mr. Bonner. That Commission was to study the Federal Govern- 
ment and its ramifications and to offer plans and recommendations to 
Congress for reorganizing the Federal Government. 

Now we have a problem where the Federal Government and the 
State governments have become entangled. 

Under this bill, I take it, it is proposed that the Federal Govern- 
ment will pay the entire expense of the administration of this act, 
should it pass, and all of the expenses pertaining thereto. 

The cost to administer the Hoover Commission ran about $3 
million. 

What is your view on participation by the States and the Federal 
Government in the cost of the administration of this Commission? 

Governor Driscott. The same group of taxpayers are going to 
foot the bill, whether you channel it through your Treasury or we 
channel it through our treasuries. I suspect that the States might 
very well say, so long as the members of the Commission are appointed 
by the President and by the Speaker of the House of Representatives 
and om the President of the Senate, that you might just as well pay 
the bill. 

If you want the governors to make the appointments, I suspect 
that I could raise a fair percentage of the money, and would undertake 
to do so. 

Mr. Bonner. This question might come up, and the committee 
wants to be prepared. This is a friendly discussion here. We want 
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to be he to answer any inquisitive Member on the floor of the 
House. e have many, many varied kinds of thinkers in Congress. 

There were 300 experts on the Hoover Commission that they had 
to do their thinking, to bring in plans and programs. 

m. merely throw that out now to ask you what your views are on 
that. 

I come to the conclusion you still feel that the Federal Government 
ought to take care of all expenses? 

vernor Driscoxu. I do not think it makes a very great deal of 
difference, frankly. 

Mr. Bonner. All of the States are solvent at the present time, and 
they maintain their solvency due, in my opinion, to a great deal of 
generosity from the fine Members of Congress that they selected and 
sent here. They have been looking out for each State, and looking 
out for them pretty well. And the States have a surplus. 

The Federal Government happens to be operating a little in the red. 

I wanted to find out just what is the thought of you gentlemen on 
the subject. 

Governor Drisco.tu. As I understand it, 31 States were compelled 
to seek an increase in taxes in order to keep from going in the red. 

Mr. Bonner. We have one facing us over here, too. 

Governor Drisco.u. I understand there are some States that are 
subject to substantial deficits at the present time. I do not think, 
however, that that is the prime consideration with respect to the 
financing of this Commission. 

The amount of money that will be required to finance this Com- 
mission is a drop in the bucket compared to the opportunity (a) to 
peed the principle of home rule in this country and (5) save, per- 

aps, over a billion dollars in administration, in programing at the 
various levels of government. 

Mr. Bonner. Then, you do not think that the States or your or- 
ganization should have any voice in the naming of this Commision— 
the Federal Government is going to have the authority to name the 
Commission throughout its entirety, and the staff? 

Mr. Fine. May I interrupt at this point? I notice that in the 
Senate bill, with regard to cooperation with the States, there is a pro- 
vision on page 6 of the Senate bill which is omitted from Mr. Dawson’s 
bill: that the Commission shall advise and consult with the repre- 
sentatives of the State and local governments and set up advisory 
committees. 

I wonder what his comment might be for the record, because some- 
body will ask about it. 

Mr. Bonner. I am glad to have your observation. I am trying 
to develop the record, so that when we consider this bill we will have 
the advantage of the views of these gentlemen. I want to have some 
views from the Governor of the great State of Illinois, too. He has 
not said much as yet. 

Mr. Fine. I would like their comments as to whether or not they 
want that provision eliminated, which is in the Senate bill, to have it 
eliminated from the House bill. You will find it beginning with line 
6 and running through to line 14, on page 6 of the Senate bill; that is, 
that provision. 

Mr. Brownson. We covered that just before you came in. They 
did not regard it as particularly important. 
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Governor Driscotu. The record will show that we did not r 
that as particularly important. We assumed that these various 
groups might very well be consulted, anyway. 

Mr. Bonner. The language in the Senate bill said that you “shall”; 
it did not leave it optional. 

Governor Stevenson. For my part, if I could interject, I do not 
think it is too important, one way or the other. It is inevitable that 
any commission appointed as this House bill prescribes is going to 
have to consult with the interested parties. I mean, it just seems to 
me it is self-evident that they will, whether the act expressly recites 
that they should seems to us unimportant. 

Mr. Frvz. Suppose the States do not wish to cooperate; that is, 
that some of the States do not. The Senate bill says “shall.” 

Governor Stevenson. It has to consult. It says that the Com- 
mission shall consult. 

Governor Drisco.i.. We will file a longer memorandum, if we may, 
with the committee. That memorandum will disclose that this sub- 
ject was discussed at the last conference of the governors, as the Con- 
gressman know, and the governors were unanimous in their adoption 
of a motion which states the desire of the then current State adminis- 
trations to cooperate with the appropriate committees of Congress 
and any commission that may be appointed in a study of this problem. 

Mr. Bonner. We shall be glad to receive that and make it a part 
of the record. 

(The document referred to is as follows:) 


MEMORANDUM ON FEDERAL-StatTE-LocaL Tax RELATIONS 
1. BACKGROUND—DEVELOPMENTS—ACCOMFLISHMENTS 


The Federal budget for fiscal year 1953 calls for total expenditures of $85 
billion. Of this amount $72 billion, or approximately 85 percent, is dedicated 
solely to meet the needs of our national and international security programs, 
interest on the national debt, and commitments for veterans’ services and benefits. 
The sums required to finance expenditures of this magnitude involve sacrificial 
drains on every man, woman, and child in this country. They limit and limit 
severely the revenue sources available to pay for the vital services which must be 
performed by State and local governments. 

The allocation of adequate sources of revenue among the various levels of govern- 
ment is an essential condition for the maintenance of a strong federal system of 
government. The experience of history indicates that when a unit of government 
loses power to raise a substantial portion of its own revenues to finance its activities 
its power and influence decline and another area of government takes over; its 
power to act effectively on its own initiative grows dim. 

Federal, State, and local governments in recent years have ali hunted diligently 
for new tax sources. They have expanded their taxes on income, gasoline 
tobacco, admissions, alcoholic beverages, stock transfers, inheritances, gifts, an 
in numerous other fields, until today duplicating and overlapping taxes by all 
levels of government confuse and plague the American taxpayer. 

The ill effects of excessive duplication and overlapping are well known and 
may be summarized as follows: 

1. They may result in undue concentration of tax charges on a narrow range 
of economic activity. ‘This may distort the whole pattern of investment and 
employment. 

2. They limit the degree to which local governments have freedom in securing 
revenue sources to meet their needs. 

3. They increase the cost of administration of collecting the taxes. 

4. They irritate and annoy the taxpayer who is already heavily burdened by 
the obligation to pay. He has to face double or triple tax-reporting systems. 

The problems of competition for tax sources combined with the consequences 
of duplicating and overlapping taxes have led to growing pressures to do some- 

















NATIONAL COMMISSION ON INTERGOVERNMENTAL RELATIONS 25 


thing about it. In recent years Federal, State, and local organizations have been 
working on this problem. 

The most recent and probably most significant expression of interest in the 
need for minimizing the duplication and overlapping of taxes is the resolution 
passed in 1951 by the United States House of Representatives (H. R. 414), 
82d Cong., Ist sess.) directing the Committee on Ways and Means to investigate 
and study the means of eliminating competition, overnaaing, and duplication of 
sources of Federal, State, and local government taxes he committee was 
further directed to report back to the House its recommendations before the 
close of the present Congress. 

At about the same time the Governors’ Conference authorized the sopeintneses 
of a special committee to ompern with the Congress in the study of this very 
important subject. Other public groups have become keenly interested and are 
working with the committee in the furtherance of its study. 

Two basic questions inevitably arise for consideration: 

1. What are the tax and fiscal needs of Federal, State, and local governments 
and how ean they be met now? 

2. Should the whole question of intergovernmental relations be carefully 
appraised and studied with the idea of developing an over-all policy which will— 

(a) strengthen and maintain our federal system; 
(6) enable all parts of the country to provide necessary public service? 


Recent history of the problem: Reports and recommendations 

The present concern with possible reductions in overlapping and duplicating 
taxes brings up to date an important history of efforts at fiscal coordination. 
Some progress has been made. 

A special Committee on Intergovernmental Fiscal Relations made a compre- 
hensive report to the Secretary of the Treasury in 1943. 

pa cbeanyis. World War II the United States Treasury Department brought this 

rt up to date in 1947 in a study entitled ‘“‘Federal-State Tax Coordination.” 

epresentatives of both Houses of Congress and governors of the States met 
together in September 1947 to develop a coordinated Federal-State fiscal program. 
After careful deliberation the members adopted recommendations urging the 
Federal Government to— 

1. Reduce Federal excise taxes on local telephone calls, intrastate electric 
energy, gasoline and admissions taxes as soon as practicable. 

2. Amend inheritance and estate taxes for more equitable division of this 
revenue. 

3. Correct community-property tax inequities. 

Finally, the conference urged the states to avoid encroachment upon tax sources 
particularlvadapted to Federal uses. 

This joint conference of representatives of the United States Congress and the 
Governors’ Conference met again in August 1948. It was agreed that the States 
and local governments must cease relying upon the Federal Government to do 
those things which they themselves can do equally as well or better than the 
Federal Government. And in order for the States and localities to assume these 
responsibilities, the Federal Government should reduce those taxes which can best 
be administered by State and local governments. 

The most recent official examination of this problem was made in a report of 
the Commission on Organization of the Executive Branch of the Government and 
published in March 1949 as Senate Document No. 81. The report recommended 
more uniformity and cooperation between States and Federal Government in 
connection with income taxes; relinquishment by the National Government of 
the gasoline tax; material reduction of national tax rates in the fields of liquor 
and tobacco; elimination of the national tax on admissions and amusement taxes; 
some reduction in selective national excises; and relinquishment of death taxes 
by the States. 

Early in 1949 the President announced that the Secretary of the Treasury would 
work with State and municipal organizations on tax problems of mutual concern. 
This group, including the Sapartacent of the Treasury, Council of Economic 
Advisers, Bureau of the Budget, Council of State Governments, American Munici- 

Association, United States Conference of Mayors, National Association of 
County Officials, Federation of Tax Administrators, Bureau of Internal Revenue, 
and National Association of Tax Administrators, discussed four phases of the 


—T: 
. The need for agreement among Federal, State, and municipal authorities 
as ; basis for making payments to the cities in lieu of taxes on certain classes of 


federally owned property ; 
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2. The relationship of State and local finances to the program of national 
economic stabilization; 

Possible means of making more effective the enforcement efforts of the Fed- 
eral, State, and local governments in the field of tax audits; and 

4. The pro that the Federal Government relinquish some excise taxes to 
localities hard pressed for new revenue sources. 

The problems inherent in the efforts to reduce overlapping taxes and to 
strengthen local government were placed on a broader framework in 1949 with 
the introduction in Congress of legislation to establish a National Commission on 
Intergovernmental Relations. In testimony before the Joint Committee on 
Expenditures in the Executive Departments it was emphasized that political and 
economic developments over the past 20 years called for a reexamination of our 
Federal system and its operations. Today, this need is more urgent, more acute. 

On February 17, 1950, the Governors’ Conference, United States Conference 
of Mayors, National Association of Tax Administrators, Council of State Govern- 
ments, and National Association of County Officials submitted a statement to 
the House Ways and Means Committee emphasizing the urgent need to put the 
Nation’s fiscal house in order and to enable localities to levy the taxes required for 
their own needs. As a start in this direction the statement urged the Congress 
to repeal the admissions tax, which comprised only about 1.07 percent of Federal 
revenue. The admissions tax, it asserted, was essentially local in character, 
easily administered and, therefore, well suited as a tax resource for local govern- 
ments. 

Bills to create.a commission on intergovernmental relations have received the 
enthusiastic support of such groups as the American Municipal Association, 
Federation of Tax Administrators, Governors’ Conference, Council of State Gov- 
ernments, and many others. To date, S. 1146 passed the Senate on J uly 23, 1951, 
but was not acted on by the House and subsequently recalled to the Senate. 

This, in brief, reviews the recent history of significant efforts to make more 
efficient and effective our pattern of intergovernmental fiscal relations. Has 
anything been accomplished to date? 


Accomplishments 

Some progress toward the achievement of coordination in Federal, State, and 
local taxation has already been accomplished. 

1. Community-property tax inequities. The second session of the Eightieth 
Congress passed i . 4790 (Public Law 471) amending the Internal Revenue 
Code to correct the income-tax inequities which existed between the community- 

roperty and the non-community-property States. This action was recommended 
by the joint meeting of governors and Representatives of both Houses of Congress 
in September 1947. 

2. Reduction of excise taxes. The joint meeting of Members of Congress and 
of the Governors’ Conference advocated that special consideration be given to 
the reduction of certain Federal excise taxes. The Revenue Act of 1951 made 
a start in this direction, although offset by increases in other excise-tax rates. 
Section 488 of the act repeals the tax on electrical energy. Section 402 provides 
for certain exemptions from the admissions tax. Reduction of tax on telegraph 
dispatches is provided for in section 491. 

3. Payments in lieu of taxes. The conferees at the meeting called by Secretary 
of the Treasury Snyderlin April 1949 made the suggestion that Federal payments 
should be made to States, cities and counties in lieu of taxes on certain classes of 
federally owned property. Companion bills, 8. 2268 and H. R. 5223, introduced 
in the Eighty-second Congress, first session, would establish general policy and 
procedures with respect to payments to State and local governments on account 
of Federal real property and tangible personal property by providing for taxation 
of certain Federal property and for — in connection with certain other 
Federal property. The principal objectives of these bills, prepared by the 


United States Bureau of the Budget, have the approval of the administration 
and will receive consideration during the second session of the Eighty-second 
Congress. 

4. Cooperation in tax administration. As observed in the report on Federal- 
State relations by the Hoover Commission, ‘‘intergovernmental cooperation 
affords Sapte not only for strengthening tax administration, but also for 


easing t 


e immediate compliance burdens of the taxpayers.”” Among the most 
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important efforts in this direction are attempts to achieve uniformity in defining 
the tax base, developing uniform tax returns and uniform tax calendars. 

Another important form of cooperation in tax administration has been the 
mutual exchange of information between the two areas of government. Some 
results also have been obtained in tax-law enforcement through joint admin- 
istration by National, State and local officials. Further effort along the line of 
joint or cooperative audits have been additionally helpful in reducing compliance 
and collection costs. 


Il. THE EXISTING TAX STRUCTURES 


The fiscal requirements facing all levels of Government today have intensified 
the multiple tax burdens borne by American taxpayers. These requirements are 
due primarily to proposed expenditures of $85 billion by the National Government 
for the fiscal year beginning July 1, 1952. Costs of this magnitude dramatize in 
dollars and cents the extent of our duties and responsibilities in international 
affairs and in the defense of the Western World. 

Demands for increased services in the fields of education, health, welfare, and 
highways combined with inflated price levels have also sent State and local 
budgets soaring to record heights. In 1946 total State expenditures including 
unemployment compensation, but less debt retirement amounted to $6.2 billion. 
By 1950 it had more than doubled reaching $12.9 billion. Expenditures by 
local a followed a similar direction, more than doubling in the same 
period. 

By 1952 it appeared that approximately $110 billion would be necessary to 
finance the operations of all governments in the United States in the coming 
fiscal year. Some measure of the slices taken by each level of government are 
indicated by the following figures on governmental tax revenues in the past 4 
years. 

Federal, State, and local general revenue, 1946-651 ' 


{Amount in millions of dollars] 
GAs Fig WASTE eee AR? Sid cit Pata _ l 4 °F 
| 196 | 1947 1948 1949 1950 | 1951 





i iiitndgipn wins eisterenin ab $38, 493 $37, 936 $40, 890 | $38, 602 $38, 354 $50, 446 
A shiek cutie eave tineie oe 7, 198 | 8,481 | 10, 025 10, 986 | 11, 863 | (?) 
| _ S CR RETURS aaa | 8, 243 | 9,419 | 11, 036 | 12, 482 | 13, 545 | NA 





BRR % 53, 934 | 55, 836 57, 224 | 56, 512 eer i... 
| 


1 Total figures exclude duplicating intergovernmental aid. 
2 Total estimated revenue for 1951 approximately $13.2 billion. 


Source: Bureau of the Census. Governmental Revenue in 1950, August 1951. Comparable figures for 
State and local governments in 1951 not available yet. Federal figure for 1951 taken from Summary of 
Internal Revenue Collections for Fiscal Year 1951. 





Federal-State-local tax sources 

To meet the heavy demand for funds, all governments have been forced either 
to increase existing taxes or levy new ones. The National Government increased 
certain rates in 1950 and again in the Revenue Act of 1951. At least 30 States 
in 1951 raised taxes or levied new ones to provide for programs in education, 
welfare, highways, and health. Hundreds of cities revalued the assessments on 
real property to reflect increased values and grasped eagerly at all types of new 
non-property taxes such as income taxes, sales taxes, admissions, public utility, 
and numerous others. 

In analyzing the problems of overlapping taxes, it is important to observe 
the kinds of tax sources not relied upon by the various levels of government. 
Federal revenues derive largely from individual and corporate income taxes 
amounting to 80 percent of the total, as shown in the following table: 
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Federal tax receipts in fiscal years 1950 and 1951 } 











{In thousands of dollars] 

Percent Percent 

Tax 1961 of total 1950 of total 
pip ia NL AAA ei ER IIE AAA 2 $23, 933, 058 50.1 | $17, 153, 308 47.2 
Corporation income and profits. -.____.............---- 14, 387, 569 30.1 10, 854, 351 29.9 
ITS ial PC OO SEN EEE? RRS GE 729, 207 1.5 706, 227 2.0 
Be RS A EAE LEON 2, 546, 808 5.3 2, 219, 202 6.1 
To eagle Sek ARP ae OS eat a Els a abrir: 1, 380, 396 2.9 1, 328, 464 3.7 
Re RR Eee ETE OR es 98, 107 .2 84, 648 .2 
ai ii a8 sebelah bate « a nsduhs dotbice ilbicke ibd aad 569, 048 1,2 526, 732 1.5 
Manufacturers’ excises. ............-.-....--.---------- 1, 814, 629 3.8 1, 309, 321 3.6 
pt te tga SIE IN li et a bien 457, 013 1.0 409, 11 
RP GUROP CI ok 5c es Sh 1, 842, 598 3.9 1, 720, 908 4.7 
, a Ae es or 47, 753, 433 100. 0 36, 312, 289 100.0 

















1 Figures exclude employment taxes. 

2 Total individual income and at ow taxes in 1951 amounted to $26.6 billion. Estimated amount 
= pone. wrap taxes deducted to make figures comparable with 1950 since segregated figures were not 
yet av . 


Source: The Annual Report of the*Commissioner of Internal Revenue, 1950." Release, Aug. 27, 1951. 
Bureau of Internal Revenue, U. 8. Department of the Treasury. 


Of the remaining Federal revenue sources, alcoholic beverage taxes amounted to 
5.3 percent of the total, manufacturers’ excises 3.8. Other taxes as shown in the 
table ranged all the way down to 0.2 percent for stamp taxes. 

Beginning in the early thirties, the States developed and used sales and con- 
sumer taxes of various types. In 1950 over three-fourths of State tax collections 
derived from the different sales and licensing taxes. The most important single 
State tax is the general sales tax now adopted by 31 States, followed by such other 
important sources as the gasoline tax and motor vehicle licenses. he various 
State tax sources and their importance in the tax structures are shown as follows: 


State tares in 1950 and 1951 


[Amount in millions] 











| Percent dis- | Percent dis- 
Tax | 1951 ' | tribution | 1950 tribution 
| | | 

Sales and gross receipts... -_...-.....-...-..--.-- $5, 269 | 59.0 | $4, 670 59.0 
General sales or gross receipts. _-_-.._-...--- } 2,001 22.4 | 1, 670 21.1 
id. apron ctuadewsndlseesbia } 1,710 19.1 1, 544 19.5 
Alcoholic beverages. --_-.-..-- Seeddlivswia | 469 | 5.2 5.3 
III. Ss ac cocas c~acaccccseces 430 | 4.8 | 414 5.3 
ied ckiinitctidiesicnddnsghens 254 | 2.8 241 3.0 
EAS AI ERA 199 | 2.2 185 2.3 
ES Raa RRR 206 | 2.3 | 195 2.5 
pS REST ES Ey EERIE SE ES eo 1,359 | 15.2 1,227 15.3 
Motor vehicles and operators.____......---- | 840 | 9.4 | 755 9.4 
Corporations in general. ___.__-_......--.-- } 211 | 2.4 176 2.4 
Alcoholic beverages... ........---- issn <ittibdie | 77 | -9 | 77 1.0 
eS 6 ene 63 | 7 | 60 alt 
le oa wl eauind onde 167 | 1.9 | 159 1.7 
GR ee cih donc da iewe, eke ipa ait 1, 492 | 16.7 | 1,310 16. 6- 

Individual income ?______......-..-.-..---. 810 | (2) 724 (2) 

Corporation net income ?....--...--.....--- 682 | (2) 586 (2) 
Wath: TES i SpE al RS Se RR 346 | 3.9 | 307 3.8 
I, ool ise sen neticijn cantina depptideotniin 196 2.2 | 169 2.1 
STEER See eS ay oe ee 222 | 2.5 | 211 2. 6. 
Saco etllrteal tbc edihctrendd> dan verb tye ster’e 4 orig 49 5 | 36 .4 
ROS Ae nictlnccb aus deesduacug Sn vedssens 8, 932 | 100.0 7, 929 100.0 








1 Preliminary figures. 
2? Combined corporation and individual income taxes for from 1 to 4 States in each fiscal period shown are 
tabulated with individual income taxes. 


Source: U. S. Bureau of the Census, State Tax Collections in 1951, August 1951. 
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Local governments have continued to rely upon the property tax for most of 
their revenues, but its relative importance has declined materially in recent years. 
‘The number of new taxes adopted in the past 5 years in cities over 10,000, accord- 
ing to studies of the Municipal Finance Officers’ Association totals more than 319. 
This expansion has been part of the program by the States to pass legislation 
enabling localities to utilizer new sources of revenue and raise the funds necessary 
to cover the services they render.!. The following table illustrates the changes 
that bave occurred in the revenue structure of municipalities: 


Municipal revenue sources—Cities having 1940 populations over 25,000—1942 and 
19 











Percentage distribution | percentage 
evict: Terese: increase 
| 1949 «=| ~Ss(942 | 1942-49 
— eee ea Ramee Coed |——-- 
Total general revenue___------ eee ore SEES elcid 100.0 | 100.0 | 55.4 
: Taxes, total......__- piiecilirehatin tates vimanions btaaiaih- iain 69.2 | 74.6 | 44.1 
PrOmerty ....--.-.-. RihP Re Tees RTT ES. Sik 53.4 | 64.9 27.8 
Sales and gross receipts. - Ne ee Bth oS 9.7 | 4.7 223.2 
Licenses and other___--- él scaeed Pe 6.1 | 5.0 87.9 
Aid from other governments - ae 20. 2 | 17.2 82.6 
From State governments only -_- - -.- i hinntoeitiaiationss 18.9 16.1 | 82.4 
: Charges and miscellaneous _---_---__. : 10.6 8.2 100. 4 
Charges for current services | 5.4 | BO tisstiie 
: Contributions from enterprises 1.7 | 4.3 ee ees 
: 











: Source: Municipal Nonproperty Taxes, 1951 supplement to Where Cities Get Their Money, Municipal 
Finance Officers’ Association, Chicago, 1952. 


It is clear that although property taxes increased in dollar volume, the increase 
in other revenue sources, particularly sales and gross receipts taxes, state aids, 

: service charges and other types of taxes, was so great dollarwise as to reduce 

materially its relative importance. 

Extent of overlapping 

As shown in tables I and III, overlapping exists primarily in individual and 

corporate income taxes, taxes on alcoholic beverages, gasoline, tobacco, death 

: and gift taxes, admissions and stock transfers. Besides these, State general sales 

: and gross receipts taxes overlap national manufacturers’, retailers’ and miscellane- 

ous excises on some commodities and services. Additional overlapping occurs 

: when local government taxes on incomes, general sales, selected commodities 
such as tobacco and motor fuel, admissions and motor vehicles are included. 

: The amount of national and State revenue collected from overlapping taxes 
is shown in table II. Of total national tax collections in 1950, 70.7 percent 
came from sources which overlapped State taxes. Of total State tax collections 
in the same year. 49.3 percent was from sources which overlapped national taxes. 

Table II also shows the much heavier volume of national taxes in 1950 as com- 
pared with State taxes on the various sources. Only in gasoline and stock- 
traosfer taxes did the States have impressive shares. For all overlapping taxes 

| the share collected by the National Government represented 87 percent as com- 
pared with 91 percent in 1946 and 63 percent in 1934. 

) ° In the field of overlapping taxes the most significant change in recent years is 
the great increase in collections by all levels of government from the same sources, 
but particularly, the tremendous increase in levies by the National Government. 
As the Hoover commission stated: ‘‘Whatever need for coordination may have 
existed in earlier years because of the overlapping of National and State taxes 
has been greatly intensified.” 

Not all the States, of course, tax the same sources so that certain Federal 
taxes may overlap State taxes in some States but not in others. Table I is de 
signed to show the extent of overlapping in each state. It reveals that in 1950 
overlapping was complete in taxes on motor fuels and alcoholic beverages and, 
with one exception, in death taxes. Tax legislation in 1951 brought the number 
of States having tobacco taxes to 41 and those having general sales taxes to 31. 





1 See tables VI and VII for the types of nonproperty taxes levied by cities, average rates and States in 
which these cities are located. 


21824—562——_5 
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Individual income tar.—Of the $25.7 billion of national taxes which in 1950 
overlapped State taxes, about 34 percent was derived from personal income 
taxation. Approximately 18 percent of state revenues derived from this source. 
Comparable figures for 1946 were 37 percent for the National Government and 14 
percent for State governments. 

Thirty-one states now levy an individual income tax which in 1951 produced 
a total of $810 million. Tota! Federal receipts from all States in 1951 are estimated 
at $23.9 billion. 

Among municipalities Philadelphia pioneered the use of a payroll-income tax 
in 1940. The tax usually is levied both upon the net profits of businesses and 
corporations and On wages and other compensation earned by residents or by non- 
residents for services performed in the city. By July 1, 1951, at least 24 cities 
with population over 10,000 were using this source of income. Total yield for 
the cities using this tax source is estimated to be $65,632,500 for 1950. This 
total will, of course, include both personal and corporate income tax collections. 

Corporate income tares.— Among the 33 States which tax corporate income, 25 
apply the tax at flat rates and 8 at graduated rates. The rates vary from 1 
percent to 8 percent. 

In 1951 the States collected from these corporate income taxes $682.2 million; 
the National Government, $14.4 billion. The former constituted approximately 
7.8 percent of total State tax receipts, while the latter amounted to about 30 
percent of all Federal taxes. 

Death and gift tares.—In 1951, total death and gift tax collections, national and 
State, amounted to $924.8 million in the 47 States where these taxes were employed. 
The National Government collected approximately 78 percent, the States 22 
percent. In 1946 the National Government received 82 pereent of the total; 
the States, 18 percent. These figures compare with a national share of only 55 
percent in 1934 and 30 percent in 1929. 

Motor fuel taxes.—Taxes on the sale of gasoline were adopted originally by the 
States to maintain and construct highways. In almost half the States receipts 
from this source, along with motor vehicle licenses, are earmarked by constitutional 
amendment or law for this purpose. 

The motor fuel tax quickly became a reliable source of revenue for the States 
and they are now imposed in every State. In 1951 State motor fuel tax receipts 
amounted to $1.7 billion, 19.1 percent of total tax collections (excluding un- 
employment compensation). 

National collections from the gasoline tax in fiscal 1951 were $569 million, 
approximately 1 percent of internal revenue collections. 

he national tax first imposed in 1932 as an emergency excise at 1 cent a 
gallon, was increased to 1% cents in 1940 and is now at 2 cents a gallon. State 
rates range from 2 cents to 9 cents per gallon. The average rate is just over 5 
cents per gallon with 9 States imposing a 4-cent rate; 15, a 5-cent rate; 9, a 6-cent 
rate; and 6, a 7-cent rate. 

In at least five States the national and State taxes are supplemented by 
municipal gasoline taxes with average rates varying from .94 cent per gallon to 
2.5 cents per gallon. 

The pyramiding effect of these motor-fuel taxes on the automobile owner has 
ed various official and independent investigators in the past to recommend 
national withdrawal from the taxation of motor fuel on highways. 

Alcoholic beverage taxes.—Extensive overlapping is also evident in taxes on 
alcoholic beverages. The National Government has a tax of $10.50 a gallon on 
distilled spirits, $9 a barrel on beer, and up to $2.72 a gallon on wine. State 
taxes on distilled spirits range from 75 cents to $2.17 and $4.34 a gallon, and 
there is a variety of taxes on wines. Local governments also are beginning to 
levy taxes on alcoholic beverages. As of June 30, 1951 there were 35 cities over 
10,000 population reporting taxes on alcoholic beverages. Sample rates are 96 
cents per case on spirituous liquors and 48 cents per case on wine. 

In addition to State taxes on alcoholic beverages, there are 16 monopoly States 
which derive substantial revenue from the profits of their monopoly systems. 

State revenues from alcoholic beverage taxes in the non-monopoly States were 
$469 million in 1951; national taxes were $2.5 billion. Both sums amounted 
to approximately 5 percent of total tax revenues collected by}.each level of 
Government. 

Tobacco taxes.—A number of studies have pointed out the degree of overlapping 
in tobacco taxes. This overlapping has been increased in recent years with higher 
national and State rates and by the adoption of the tax by additional States as 
well as a substantial number of cities. 
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Most of the tobacco-tax revenues are from cigarettes. There are now 41 States 
which levy tobacco taxes with rates ranging from 2 to 8 cents per package: 17 
States at 3 cents, 10 States at 4 cents. The national rate was increased from 7 
to 8 cents a package on cigarettes in 1951. 

As of June 30, 1951 there were 67 cities over 10,000 population using this 
source of revenue. Tax rates range from | to 5 cents per pack and have produced 
sizable revenues for the cities using them. 

As shown in table II, total State and national tobacco tax receipts in 1934 
were $448 million, of which the States received 5.3 percent. In 1946, of total 
receipts of $1.4 billion, the States obtained 14.6 percent. In 1950, total tobacco 
taxes, national and State, came to $1.7 billion, of which the States collected 23.8 
percent. Fiscal year 1951 saw total collections rise slightly to $1.8 billion, and 
the State share remained approximately the same as 1950. 

This rise in the proportion of total tobacco taxes collected by the States derives 
primarily from the number of States which have adopted this tax source—22 
since 1935—and which have increased their rates in recent years—4 in 1951 alone. 

Admissions and amusement tares.—This is a tax which practically all reports 
and studies have asserted is especially suitable for local use. There is a trend in 
the States to reduce the amount of overlapping by relinquishing this tax and 
enabling local governments to exploit it for their own purposes. 

In 1950 the National Government collected $413 million from this scurce, 1 
percent of total Federal tax revenue. The 33 States levying some form of amuse- 
ment or admissions taxes collected $12.9 million in 1951, down from $14.2 million 
in 1950. 

As the States have given up admissions taxes, municipal governments in many 
States (17 in 1951) passed ordinances to adopt it. By June 30, 1951 there were 
192 cities over 10,000 population imposing admissions taxes with a total estimated 
yield of $16 million. Outstanding examples are in Ohio and Washington where 
the tax was adopted by almost all major municipalities after the tax had been 
abandoned by the States. 

State gencral sales taxes and national excises —In addition to the overlapping 
which occurs in specific taxes, it is important to keep in mind that 31 States now 
impose general sales taxes which duplicate many selective national manufacturers’ 
and retailers’ excises. The specific degree of overlapping has not been calculated, 
but table III compares total national] retailers’ and manufacturers’ excise tax 
receipts in 1950 with general sales tax revenues collected by the 28 States levving 
the general sales tax that year. 

In 1951 the States received $2 billion in general sales or gross receipts taxes, 
constituting 22.4 percent of State tax collections, excluding unemployment 
compensation—the largest single revenue source. Twenty-one States levy a 
2-percent tax; nine States, 3 percent; and one levies a gross receipts tax ranging 
from one-half to 1% percent. 

The degree of overlapping in this field and its impact on the average citizen is 
made more acute by the expansion of municipal sales taxes. As of July 1, 1951 
sales taxes were levied by 92 cities with population over 10,000. Estimated 
total vield from this source for these cities for 1950 is $191.2 million using rates 
ranging from one-half percent to 3 percent. Sales taxes are now levied by munic- 
ipalities in nine States. In one State, 141 municipalities now have a retail sales 
tax. For all local governments the United States Census Bureau reported total 
sales, gross receipts and customs taxes of $484 million in 1950. 

This in brief presents the factual picture of the current situation in the field 
of duplicating and overlapping taxes. Can anything be done about it? 


III, POSSIBLE ACTION 


The ‘difficulties of local government in the present long-term emergency have 
been indicated above. They are caught between the rapid increase in the cost 
of materials and personal services, and the demand for tremendous funds by 
the National Government to cover vital military and foreign affairs expenditures.? 





2 A particularly acute example of the difficulties encountered by municipalities in a period of defense and 
war mobilization arose in connection with contracts placed by the Department of Defense. It has included 
in some contracts a clause giving title to all raw materials, work-in-process, and work produced to the Federal 
Government upon partial payment prior to delivery. This seems to remove, in some States, large amounts 
of personal property from the assessable resources of local governments, places an unfair load on the com- 
munity which must render the same services and protection to exempt as well as taxable property, and 
thereby intensifies the already severe local financial problems. 
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These dovelonmenten have pressed the localities to look to the States increasingly 
to provide funds for services largely local in character. The increase in State 
spoeapemnaens for aid to local government since 1942 has been very significant. 

xpenditures for this purpose climbed from $1.8 billion in that year to $4 billion 
in 1950—a rise of 135 percent. State aid to local governments in 1950 amounted 
to approximately 37 percent of State revenue of all kinds including Federal 
grants but Se eee compensation. 

As the localities have looked to the States for their funds, the States, under 
similar pressures, have looked to the National Government. In 1942, total 
aid received from the Federal Government by the States was $786 million. By 
1950 it had more than doubled, reaching approximately $2 billion, and estimates 
for the fiscal year 1953 placed Federal grants at approximately $3 billion.’ 

If this trend continues unchecked, it will have a measurable effect upon the 
operation of our Federal system as we have known it. Independent, local self- 
government may diminish in effectiveness because of this increasing financial 
dependence upon other levels of government. It therefore appears important 
now to put our tax and fiscal houses in order, to achieve greater cooperation on 
all three levels of government. 


A Commission To Study Intergovernmental Relations 

As mentioned above, bills have been introduced in the Congress to create a 
commission authorized to reappraise our entire fiscal program. At the turn of 
the century, government in the United States was a relatively simple and inexpen- 
sive operation. Intergovernmental relations were largely a constitutional 
question, but today they constitute enormous social and economic problems. 

It has been estimated by some of the best informed sources that the National 
Government will have to spend for many years to come approximately $50 or 
more billion per year for just four activities: foreign policy and foreign aid, the 
armed services, veterans’ affairs, and interest on the national debt. All of these 
obligations are clearly the responsibility of the National Government. 

An increasing number of people believe that it is now time to appraise in a 
comprehensive manner the duties and responsibilities of each area of government 
in our Federal system—this reappraisal to be conducted in the light of the new 
situation in which our country finds itself, and which will probably be with us for 
years. 

It has been many years since an official, responsible group has considered 
this major question. uring these years, profound changes have taken place in 
our social and economic system and in our international relations. Present 
financial difficulties and fiscal problems will be an integral part of this constructive 
study—a study which may result in strengthening the foundations of an American 
system which resides in local responsibility, local control, and local self-govern- 
ment. 

It is urged that the Congress at its present session enact legislation for the 
comprehensive study of this problem as proposed in the pending Sills. 


§ Table IV shows the trend in Federal grants to the States by program, from 1946 to 1951. 
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TaBLe I.—Collections of State taxes subject to overlapping, 1951 
[In thousands of dollars} 
a inten nin sn i eae j } ~ 2 yr ce 
| Corpo- | | To- | | Alco | | Ad | 
| Indi- | ration | P&th| pacco | Motor | holic | General | ™is- | Stock 
| vidual | “net | = prod- | fuels | bever-| sales | Sons, | — 
| income | g } + amuse- fer 
| ear) | ucts | ages caaeen 
i | | | 
Number of States using _| 31 33 47 41 | 48/48 31} 33 | 13 
Alabama___.......-.--.. 112, 903 1903 | 336 | 7,629 | 33,207) 1,401 | 32,972) 136) 8864 
OE SRR 19, 558 1 190 | 125} 1,864; 11,633! 2,210; 20,382)... |.._____ 
Arkansas. ...-...---_--. 4,007 | 7,879 | 86 | 5,363) 24,850) 5,162; 26,018 | 13).._._. 
California 75,516 | 98,428 | 22,238 |... 150, 230 | 18, 995 | 401, 118 eT... 
Colorado... ----------- 12,397 | 6,535 2,463 |......_.| 22,485 | 4,147/ 30,063 | "jp aE 
Connecticut ......-.----]..------- 18,646 | 6,508 | 7,854 20,354) 6,268| 33,312 "gp Raines 
Delaware. ._.-_ ------ -.| 9,087 |.........| 2,474] 1,067| 4,289) 1,018 | 210 68 | 
_ =. enaS age pores) See 2,121 | 3,666 | 57,388 | 25,410; 47,425| 576 | 23,221 
Georgia... .---- kee | 14,806 | 21,781 861 | 13,067 | 53,903 | 17,100 | 8,110 |---|. 
ins scesoee -----| 6,308 | 3,500/ 253 1,663 10, 982 | tT ae cyl | aie 
a Ritegd Motand 8,618 | 27.828 | 61,602 | 25,915 | 187,556! 481 |... 
Indiana__..--_...-.--.--|-...-....|---...--.] 3,004 812,080 | 43,968 | 13,754 | 112,440 33 |. 
DE tidieksscacawosi | 18,582 | 2,961 | 3,649 | 5,054) 29,787| 3,219/ 60,588). | 
Kansas_.____---- --| 10,224] 3,644] 1,122| 4,977/ 26,952] 4,772 | 42, 968 | OE: . 
Kentucky..._.....-..| 14,789] 9.400 2, 206 | 5,110 | 39, 568 | 12, 584 | ; 1,550} 3650 
Louisiana_...-----....| 119,955 | @) 1, 537 | 18,125} 45,931 | 16,117) 80.387) * 73! 
Siem ft as... tat ....|---------| 1691 | 5,164 | 13,326] 2,101 "eee Oe ea 
Maryland. ___-.---.---- 20,808 | 12.283) 2,922 |._____ 25,734 | 7,013 | 30,513| 387) 1, 
Massachusetts. _____---- 65, 798 | 7 26,309 | 10,453 | 26,509 | 28,079 | 23,375 1s! #315 
Michigan. ___- WERE | 3S 8,700 | 23,246 | 51,478 | 6,975 | 247,584 39 |. 
Minnesota... --..------ 42,898 | 19,154 | 3,757 | 11,191 | 36,834 | 15, 654 | | 15] 128 
Mislesipgt =e aR 4,222; 8,841 291 | 6,636 29,256) 3,540| 28, 441 913 |_- 
Pi cinisindennnda<ts | 126,888)  (?) 2, 584 |... | 21,897 | 6,030) 81,238 |... -__j..._. 
Montana._----------.-. | 4,435| 2615 696 | 2,020 | 10,742 | 1,678 |--.......| 7 |. 
Nebraska... ---------.-- Sieieee< Wee 31 | 3,808 | 23,064 | 2,834 |... sskaaikduesertr 
Nevada.......--.-- Ca, ER cok er 680 |____- --| 1,436 }-- 
New Hampshire.______- | 2 6@ yo 77 | 2,676 con} 6000 1...-.:-<1 |, 
Aaah Si, Seite! Se 9, 553 | 18,410 | 36, 853 | 18, 196 ae aa 
New Mexico. .___-- ----| 92,056 | 1,303 258 | 2428) 15,912| 1,674! 20,023| 27 |. 
New York.......--.-..- | 247,692 | 167,280 | 32,426 | 58.486 | 97,175 | 52,827 |. / 1,126 | 31, 183 
North Carolina._-----| 30,148 | 39,101 | 3,300|....|  64,575| 9.511 | 50,004)... 
North Dakota..........| 3,812} 1,351 139 | 12,644 6,510) 3,344| 11,924 | 
Ohio pecepes~eobaloecennncbieeetenmes! ee ae y 82, 382 | 32, 535 160, 574 |... i 
Oklahoma. -........---- 8,7 8,289 | 3,284 | 10,501 | 39,741 | 4,301 | 38,895 |. 
Oe Bere 35,946 | 14,538 | 2,003 /........| 28,726] 1,305 |..........| ote Sard 
Pennsylvania__....___. ---------| 91,495 | 26,194 | 43,380 | 111,871 | 42,060 |..........| 52! 691 
Rhode Island.--------|---_-__- | #6678 | 2.015| 3,251; 6,536) 2089) 6.684) 12|.. 
South Carolina. __.___. | 12,016 | 13, 552 546| 8,007 | 32,068 15,399, (©) | 404) 789 
South Dakota_______-- na ae 150 504| 1,716 | 7,383 | 2,671 | 18,387] (@) |.... 
Tennessee......-.------| 3,761 | 12,201 | 2,963 | (9,730 | 45,782} 8,396 49,438 | 201 976 
Eee Tate see Es TE i eee A | 961 2 
Utah...-.--.-...---| 5,992 | 2,485 | 303 | B07 | 8486 | 783 | 16, 401 aa 
Vermont ...........----| (3,542) 1,360) 517 | 1,787 S008 | 2,758 j..........| (®) |. 
; Virginia... ._..._-- -----| 24,784) 25,466 | 1,841 |... | 46,978 | 7,684 |... 9| 1,893 
: Washington -..-.....-_|-.-.-...|---....--] 3.120 | 9,895 | 41,472) 1,462 | 119,102 | 4,230 576 
West Virginia... weceno-n-|-sencence} 367) 2.000). 18,451.|. 2.488! O2,280 1}... | 
i Wisconsin _.....-.-.-.-. | 5,735 | 53,833 | 6,367 | 10.079 | 33,857 | 13,629 |-....-.._.| 13 |... 
. Wyoming..___.-..-_-- maging abd seis (6) 5.038 | | 875 oy ae 
RCE 1 $10,064 |! 682,151 |195,616 430,048 1,700,707 468,767 2,001,129 12,885 | 42, 478 
| | 





1 Combined corporation and individual taxes as reported by 4 States— Alabama, Arizona, Louisiana, and 
Missouri— are tabulated with individual income taxes. Amounts shown as corporation tax for Alabama 
and Arizona represent only taxes on financial institutions. 

* Back taxes only; not included with ‘““Number of States Using.”’ 

3 Preliminary figures. 

4 Sales tax in effect only since April, 1951. 

5 Includes related license taxes. 

6 This tax was enacted in 1951; thus no revenue shown for fiscal year ending June 30, 1951. 

7 Amounts for corporation excise taxes and surtaxes measured in part by net income and in part by cor- 
porate excesses are tabulated with license taxes. 

§ Corporate excess tax is included with corporation net income tax. 

§ Data not available. 

#® Amounts to less than $500. 


Se NM tee 


Source: U. S. Bureau of the Census, State Tax Collections in 1951. 
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Taste II.—National and State collections from overlapping tax sources,‘ fiscal years 
1934, 1946, and 1950 















































{In thousands of dollars] 
| | 
Tax Total National? Percent | State Percent 
1934 
Income: 
SERRE a UR oes Teer Caron 314, 496 228, 604 72.7 35, 892 27.3 
CS icles calontawn sn <sdee=bic Late 446, 977 395, 754 88.5 51, 223 11.5 
iis. cnet tnicdnihinnstenweat 204, 112, 167 54.7 786 45.3 
Alcoholic beverages ._..........-..--------.-.-- 390, 765 258, 66.1 132, 542 33.9 
eR ae a ae tes eines an 448, 448 424, 693 4.7 23, 755 5.3 
EE OS ee ee eee ee 763, 846 202, 57: 26. 5 561, 272 73.5 
pS _ BRR eS ees 19, 739 13, 496 68. 4 6, 243 31.6 
SO EE 0 Sb seco cn tip dnnavitiesninehet 76, 066 38, 066 50.0 4 38, 000 50.0 
TI 5b ihik Gnaidetecgdnndncdegerekedreeed 2, 665, 290 | 1, 673, 577 62.8 991, 713 37.2 
III 5 ists af ncithibiteinn o-widetiiincpel 4 ono 
96.4 389, 139 3.6 
96. 6 441,750 3.4 
82.1 145, 931 17.9 
81.1 587, 323 18.9 
85.4 199, 265 14.6 
31.4 887,173 68. 6 
96. 6 12, 384 3.4 
50.7 , 539 49.3 
; , 91.2 | 2,692, 504 8.8 
, 000 | 38, 757,000 |__.._____. 4, 980, 000 |.........- 
Overlapping taxes as percentage of total taxes ___ 71.7 | 5 Seer ae OE Fc ederet> 
1950 
Income: 
Individual 3___..._...... 10, 321,448 | 9,597,070 92.9 724, 378 7.1 
OS” is: 146 | 10,854,351 94.9 585, 795 5.1 
RES cerlnarevcknasaeadwaco .. 876, 879 706, 227 80.5 170, 652 19.5 
Alcoholic beverages __................--..---.--. 2, 638,882 | 2,219, 202 84.1 419, 680 15.9 
TGA co thsttinds tain dssen cans whines 1,742,812 | 1,328, 464 76.2 414, 348 23.8 
RSE ia A a lle ae SEI bee 8a, 2, 071, 206 526, 732 25.4 | 1,544,474 74.6 
FA ie nceipaipag TE eR Ss 357, 619 343, 391 96.7 14, 228 3.3 
Ne se teat cho hots pane gon diacucus snail 53, 252 23, 823 45.3 29, 429 54.7 
OS SERRE ET ce A 8 ha AI 29, 561,550 | 25, 668, 566 86.8 | 3,902, 984 13.2 
| al Sete SE A tes Bi aeoad 44, 241, 289 | 36,312,289 |_.....___- Ty Ee Toes ocn ek 
Overlapping taxes as percentage of total taxes __- 66.8 WS Bina cacSeee 8 i te i 





1 Manufacturers’ excise taxes, retailers’ excise taxes, and State sales taxes are omitted because no breakdown 
of State collections to show overlapping is possible. Unemployment compensation taxes and Federal pay- 
roll taxes are ulso excluded. 

2 Excludes collections in the District of Columbia and the Territories. 

3 Federal figures for individual income and admissions taxes include only collections in States which also 
collect these taxes. 

4 Estimated. 


Source: National Annual Report of the Commissioner of Internal Revenue, fiscal years 1934, 1946, and 1950. 
State, 1934, Interstate Commission on Conflicting Taxation, Conflicting Taxation (Council of State Govern- 
ments, 1935). No publication comparable to State Finances was issued by the Bureau of the Census during 
the depression peony the Interstate Commission obtained figures from State publications and State officials; 
1946, Bureau of the Census; State Finances, 1946, compendium; 1950, Bureau of the Census; State Govern- 


ment Finances in 1950. 
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Taste III.—Federal State Tar Resources 1950 
{In millions of dollars] 
OVERLAPPING TAXES 























i 

= Federal | State | Number of 
| revenue revenue [States ustag 
Individual income ---_-_- Ss Bb thoes Daten aoe | 17, 153 | 7 31 
Corporation income and profits............._..-..-..------------| 10, 854 | 586 33 
Admissions and amusements !_ - - _-- ~~~ -........---..---------. anal 413 14 33 
Inheritance and estate __ Piicgdticechane 2S EL } 657 | 168 47 
Tobacco products --- .----.-. atic hdttihswaniratenas sive pint tinecscens | 1, 328 | 414 40 
PE IUD oa. dcop Sa css cand dwscko cee dbdewot em ag ce 2, 204 | 420 48 
Gasoline_- OR LF RAE) 5 2° 527 | 1, 544 48 
Stamp and documentary. eedecanstanwscpescinvonnipeweasess | 85 | 29 13 
Gift Say Se eS ey ys. ee ee He nn 49 | 3 12 

Retailers’ excise. _____ _ - ee pee ae Pee tee te eee 410 | 
General sales. --- .- . bWeT 6S < cad eg des SCRE Seoet Ronee ees See ee 1, 670 28 

Manufacturers’ excise ?___ é ewdk Sears wreath doe 1, 310 | 
eee ID Sn os arid apn scespmasghpseatans kiap~<<ose 15 | 77 48 

i ' 

EXCLUSIVELY FEDERAL TAXES 
Spe: ae ck ; ee , Semara 
Telepione-tolegraph, SE IRB EO. ERD BE bein dod = eho patted 
et Mell eal i G5 wieleh b nine dan ES Bi ees ERPs eee 
Local telephone service ® ota telhae Satna epr setts 3 Wee SE cogs ee aera Jes cwwacesse ys 
‘Transportation of persons ---.-.-.-.-.-.-..---.---- eS Tore aucenfoswes sesouwe | 229 |. wowouwens 
Transportation of property eNOS RE TY 9 St Tree | Saar 
‘Transportation of oil, pipe line apa aerm amare eee hth © ae Ws Aieteshdld: tibiae Ral twee A 
Safe deposit boxes- -_ - - Ve oth eee S TOR amivasedet esesdasb ce _, Sear 
Club dues and initiation. _-___.--_-_------ tics sesnbde pci Landen Buds cannons  Y eaerneneetty 
Be EY ee ane nee eee ipeeaiet ) Se era 
oo neo solemiicidndinwes ig denteratiweupeaete Ta Rea aT ee eae 
Narcoties and Marihuana... _....-.......-.....-.------2s-------- basoy arene - 4 tp a ; 
INL oan ao woncodecbacunnaxtleceaeebtaibasnewes Lice ceewcbeud 16 I--- 





EXCLUSIVELY STATE TAXES 








ee ee IE I IN ne ncwkadwsersceceniecoasnedemen} 756 | 48 
gh gaye Se aR ERE ae a! | Tare leomnewodsivee | 311 46 
ee cn ne itkemmnceenes fe aiakeneh lait | 254 48 
Public utilities 3_ -_--__... oneke EN BAP A eS ep bite cis, 185 36 
RR A He RS Ke 103 22 
lente SE RAS a ROS ALS I Oe eet, 6 . 
Oleomargarine.-__.......... IER ASD TAR ES be sy Bae LI aA. OF sheer aee 3 | s 
License and provilege: | 
EE ES RE eal es Cannan | 176 | 48 
Hunting and fishing -...........-......-..- 2k. RES | 58 45 
gS REE ELE Se Le aD 16 48 
SEE on cet braeed a cesecnes tecncntoungicnb nates deniewes icieeieenn palais 4 18 
Sie >, 6.0 pondmenabbasbeot+ntoamn ielatekeunach hacnatain Babs 5 38 
eee reer ever reeesen Se eo eae ee SRE ol 111 45 





1 The Federal tax on bowling alleys, pool tables, etc. is overlap to a degree by similar State levies. 
State revenue from these sources, however, has been included under the amusement and admissions tax 
figures. The tax is not a significant revenue producer in the States. 

2 Includes $85.7 million co from 346-percent electrical energy tax. This tax was repealed in Rev- 
enue Act of 1951. Receipts from State electric tax tax included under public utilities. 

§ The national Jocal telephone service tax is duplicated by the State telephone tax. Receipts from the 
latter are not segregated, but, generally are included = apobl, State public utilities taxes. In a number of 
instances, however, they’ are Included under the property tax 

‘The Federal tax on coin operated devices has a counterpart in the States. State revenue, however, 
has been included generally under the category “others” within State license and privilege taxes. For 
some States the tax on coin operated devices is included in amusement tax receipts. The tax is not a sig- 
nificant one except in about 3 States. 

5 The figure of 46 States levying the property tax is misleading, since most of the States have abandoned 
the real property tax as a State revenue source. However, for the purposes of consistency U. 8. Census 
Bureau categories have been followed and these define the property tax to include ad valorem } ang 
on such selected types of property as motor vehicles, _, utilities, aircraft, intangibles, railroads, finan: 
cial institutions as well as general property taxes. (See U.S. Bureau of, the Census, Sources of State Tax 
Revenue in 1950, November 1950). 


Sources: U. 8. Treasury Department Snanat ieee of the Commissioner of Internal Revenue. Fiscal 
year ended June 30, 1950 (Washington 1951); U. 8. Bureau of the Census, State Government Finances in 
1950 (Washington; 1951). 
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TaBLeE 1V.—Comparison of Federal grants-in-aid to the States by main programs 




















[In thousands of dollars] 
| 
| 1946 1947 1948 1949 1950 1951 
' | | 

Agricultural experiment stations.._______- 7,194 7,190 7, 152 | 7, 355 12, 244 12, 259 
Agricultural extension work.._.__________- | 22,947! 26,455 26, 206 29, 961 31, 026 31, 142 
National forest fund..._......._......._-- | 6,273 | 8,454 4,626 | - 6,040 7, 814 8, 478 
School-lunch program.................-_.- | 60,051 77,048 65,116 | 73, 502 81, 213 78, 245 
Forest fire cooperation. _._.._....__.....-- SPEEDS OEE 9, 094 | 9. 276 9, 477 9, 907 
Vocational education... ................-. | 20,012 20,493 26,387 | 26, 146 day 26, 652 
Vocational rehabilitation _- --------| 10,890| 12363 21,688 | 18,765 24, 742 | 16, 127 
Gemeres meee .o.-..-..-..- 2.2... | 10,964 14,382 11,173 11, 213 14, 838 14, 234 
Venereal disease. ..__...............-. 2... 8,748 | 12,843 12, 608 13, 138 12, 399 9, 301 
Tuberculosis pee SA Sr Sas §,179 6, 853 6, 688 6, 786 6, 781 350 

i eT IES EGAN, SAAR ENS: Nie etait 1, 653 2, 924 3, 204 3, 07 
RES ae ES, cue 2,155 | 2,361 3, 246 3, 027 
Cancer Institute_______.._ ._- TORE: CD, NE LAGE ecm Seen Conta ation Reese 473 4, 483 
5 oe Sone |) BR SNe Sea. ERE, 6s fevnncawess BBB 1, = | 1, 359 
inno onnbdthisincicwe sssenedae RRA, TEP ae EES, TR 1, 159 
Maternal and child health-___-...........|....--..-- Seti SEBO 11, 240 11, 235 12, 854 
0 SE eee. | 368,524 | 491, 091 562,374 | 718,012 | 843, 161 825, 636 
Permanently and totally disabled. _....__|...._.__-- Ae ae eae eee hs cxigcaachel le deteiats 17, 456 
Aid to dependent children. _-.........._-.| 60, 127 108, 429 t 584 | 189,415 | 256, 087 316, 477 
SR cnt a ark od Sa wnisemee ion | 10,482 14, 312 16, 401 | 20.470 24, 169 | 26, 195 
Hospital survey and planning-...._____--- EE Sa 957 | 10,762) 57,073 108, 204 
Highway construction. -._...............-- | 74,529 | 198,774 | 318, 457 410, 397 | 428, 780 400, 050 
Federal airport program. -.-__.........-..- PERRET. RR 5, 149 30, 391 32, 783 30, 388 

otal grants-in-aid !_.._...........- s /1, 174, ‘ 6 2, 280, 
Total in-aid 847, 328 |1,1 ois ba, 15 i, a, 700 4 70 280, 959 
| i 





1 These are the totals of all grant programs, and not the totals of figures shown in this table. 


Sources: 1946-50, Annual Reports of Secretary of the Treasury; 1951, Combined Statement of Receipts. 
Expenditures, and Balanges of the United States Government, for the fiscal year ended June 30, 1951, 


U.S. Treasury Department. 


TaBLE V.—Range of State individual income taz rates as of Jan. 1, 1952 











State Individual income | Tax rate 
ose Percent 
ns octet heussivatoingaaoen-antnateiinha 1.5 
Alabama. .........---.------------+-----2--+0+ {overs $5, 5,000 SAIS ep Se 
P j le, iin a teegaon uid aujeaibsdietiabiel | l 
Arizona... -.-..-.-------------------+-+-+-++=- {overs sh NR a Ra al $5 
| I es liad hin) 5 tsacitannsuneGeihan 1 
ArKeneMs. .........--------0---20--0-2en-2-n00- [Lover $25,000. nono ae 
: ita Sites casnses de naires os aiicahtiainalibnmenniii 1 
California... .....-...-.---.----------------+--- — EEE RTF k | 6 
EES SEUSS Sn ay ere 1 
Colorado '.._..-.----.-------------+-----+-+-++ Owes $ $11,000. 10 
Surtax on income from ‘intangibles in excess of | 2 
Delaware... ..-.-..-------.----------- ’ (Overs Mg Str itad nhs ocan-nidcaun Inclelaamdiamanainde 3 
a5 os recente i 
Georgia. .........-...-----.----------------+-=+ (Over $20,060 NS NE EMA Sip ERNE IR Ss: } 7 
TE it i cial, one bvgttasstie bh napietite det tail 15 
ee ee lover i ooo 
Towa ?..-.-------.----2+---220neeennen nese ene ee —_Seareleammen testes 5 
dle rinse linnk weaken teicals webbie caaiaae 1 
Kansas... -.--..------+-------+---+--+---++- over $7 DOE Seg 4 
I lets Clsnendaecdayun dipabendtdiesionh} 2 
Kentucky... ..-.--------------------+---++-=+ over a tint tala iten tee hidiaalael | 6 
ERI AE AR | nw 
Louisiana... ............... ‘iacanndivenbiattseilitie {$20,001 to $50,000... elses wee 
we TEE ES TS GE LS ; 
vestment income _____- Siiikiy bevel 
Maryland -............----------------+-----=- oo si inte lel tnbdietigl 2 
arned income, professional income and | | 43,075 
Diet 8 le bares ors ROR ti C8055] PS LY Beaton 17.38 
|( Interest and dividends___...........-.--..---. 57.38 
i duidinektimbevnadnéikiaag owns eatwwte 1 
ONIN iki cdecbis cin tedncesstncundceiel {Over NES Se ee eee 10 
Veterans bonus surtax ___.__.__...-_..-.-----.. () 


See footnotes at end of table, p. 37. 
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TaBLe V.—Range of State individual income tax rates as of Jan. 1, 1952—Continued 














State Individual income | Tax rate 
| Percent 
Mississippi a i 
| 
DENSI. <.. nocenwecccnwvestewwtmnswwaceswedil ~~ : : 
EE i ee eee weer eS - 
Fe « wanncantencsscuietansanmed Ty —_ SR... hhesadéuadeiabenwe © 
yr ‘ ET arin tanta hncetinstiacedandbene: | 
New Mexico. -...--...-----------+------------= | SSinaaeaeavameonacnanesneccoos cet 
- ne Aa ae are ea | : 
, ne ae ea ee 
New York '. .-------------+0--0-0-0eeee---00= il RR a ep (8) 
Mm agg ER ES oS : 
: St ina nndnclonabesguauneaaneim 3 
North Carolina.._.--..-.---------------------- ks i all Se aaa SEES 7 
r ee li EE LS ae ee 1 
Worth Deiat anna ann = 
SE EE A a aS } 1 
Oklahoma... .---------------------------------| {Over eS 7" 
Si ncheadedisnaahanakupevdedsanlipeenn 2 
Oregon... . ...-----------2---------2--------0--- {Over ichntdnsdencapebpéntecaescheupepedhs | S 
| | 9 
South Carolina..---------------seoe-sennnones + cacoasue comesanenmumenessases SE 
| bby sen — interest... _....- en ong ay 6 
|} Dividends from corporations of whose prop- | 4 
Tennessee. . ..-.---------------+-------2e0---+- erty at least 75 percent is assessable for | 
|jo to $1,000 coe Fa 
7 to P et he oe, hia dS Pe 
Utah.......---------------------------------+- Over apie ak ett SE ES cs EN 5 
ae eR at Lalli at a ee 91.5 
Vermont . . . ..-.------------------+----0r--2+0~ i Ant. lh OL TIN 95.5 
es acncquaioeseeuspee | 2 
TT 21 banat os eeebe pecatitosaoeeen $3,001 to $5, 000 _ Pith ie dsinobulncandeasheeaenedionel 3 
, , . sees - 5 
% ‘ tt al yale EE a Soe Sa 1 
Wisconsin. - ...--.-.-.---------------+------- --\Over $12,000... 22-2202. og: ctor ¢ 
District of Columbia. - ----..- sian Sahel Hover 13000 ap aeysoire meres | -* 





1A credit of 20 percent of the net tax due is allowed for taxable year 1951. 

2 A 25 percent credit allowed against regular rates has been extended through 1952. 

3 Rates given include additional taxes of 1 percent on earned income, professional income and annuities, 
and a 3 percent on capital gains, both on 1951 and 1952 income, plus an additional tax of 23 percent of the 
regular tax on all income categories, continued through 1952 and 1953. 

4 5 percent of prevailing rates. 

+ Deductions: 0 to $9,000, $5 to $90; over $9,000, $135. 

* Average property tax rates. 

7A 10- — reduction in rates is allowed for calendar year 1950 and for fiscal years ending in 1951. 

* One-half regular rates. 

* Plus a 15-percent surtax. For the period Jan. 1, 1951, through Dec. 31, 1952, a surtax equal to 15 percent 
of the regular tax due is im 

© For the tax year 1950, a credit of 20 percent contingent upon State revenues reaching $105 million in fiscal 
1951 was allowed. 


Source: Federation of Tax Administrators, 1952. 
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TaBLe VI.—Range of State corporate income tar rates as of Jan. 1, 1952 




















State Corporate income Tax rate 
Net income, in excess of credits.................-.-----.--.---- 3 
Alabama. .......-..----------- Financial corporations. ..........--.-------------------------- 6 
Amb 6A Business corporations: j 
ice ER aS EN aE on 
Pe ete lh sit nminidincitinmnnamndaiteutinmmts ores] 5 
Bian siressineckc. anks: 5 
ee lt ak REE ae a ner ee 1 
ech Sida sdddnubedcousentdiiadsaaieupeiinn 5 
Business and public utility ES RSE sha ta: + 
Ch i aticnoenpasssnuee National and State banks and ial corporations _-........ '48 
Corporations not taxed as above._._.........-...--..--------.- 4 
Colorado ES Bic SAE Fa a Sas ae 95 
oS papa leh ny Banks and financial corporations in lieu of other taxes__......- 6 
Connecticut...................- Business corporations, banks, and financial corporations___._.. 3 : - 
RR TSS RTE RETRY Nich ke A) SET ED Te ‘ 
RES SEAL ERTS EY SET Business corporations and banks: 
a ce tiiienidemeiodneaiinmaniiyiibe | 1.5 
Se cl ih ty OOe LP Ramen irae a | s 
Pai ncig a bidbeb edb nicenterncran ida hnyiine encase uaenaonaoe Rcdatigtiunticnetinliduipeaabwiawe | 2 
po REPS ESTERS CATR I ae Eo A ae eee 2 
Te a a ee ouikh Suibaeeuamen 4.5 
pe eS ERS SSRIS es Se CEE RR AT Se ee 4 
pS RET IE PET Rk RR a AR RS ae 4 
SURINIIS CU on uiincbtinanadsvedaconnunsnilacinl | 4 6.765 
Massachusetts..............-.. ne .cendipnisbinbanieiaeiee (®) 
Tee ee eee oo ss wn ceeseosonseesacencon 4 
Net income above exemption of $500__.................-.----.- 6 
pilin, th ER BR | 8 
Surtax on corporations other than banks, for veterans’ bonuses -| 0 
Missterippl...............----- a eg 
TNE pegnaananeeaieehaa 2 
Missouri. -...--.--.-..------ (asks eae wohnitnaaloniiowen | 7 
ee as os eats Shek ne eee EE tas back ncnntiedossbancoutaonisimedd 3 
pe NESE SSS EY RARRGI cae i SR aes 2 
I a ee ceuee ; %8.5 
PO Beitr scniecdestocswens ya ah al a aa a aa a area 4.5 
| State banks and financial corporations --___......._.....----.- | 4.5 
pe) Le PACES ey 1 RES (TTS es | 6 
Business corporations: | 
| f SRE Aaa nn eee pecusuedawersaueess % 
BPGTE RIOR. n. oc cacecccseus | Over $15,000______ i Nia ROSES SI A ROE IS | 6 
[Banks PA AEE DE SIRS TA 4 
SOS nas einai igh begin Nh ae CA IE EE eel ga 
i cehinninihincblisdhiiy wets ieceuhbie Dis ehaee neta 0-0 epi tin aacan ihliitiad eae “aie Sorter > cha a |; 8 
Pennsylvania....._....._- fA, sill pe OPE a BS 0 RE RE ED cadibinine diced oF 5 
Rhode Island..........____-..-| ee ee perenne nnn --~sererennenre rene to : 
Se SSS ae TIES Te IP SRN ee AS IIe TOS OPE | 
South Carolina______.._______- — corporations... ..-.--------------------++---+-++-- ts 
SE SP wavasicnecect umn te icin rows) 4 ald es i = ia Ay nr Bee i’ 3 
yp Pe aa RRR 5p 8 09S Oe a Be pce | 3.75 
Utah { Tf SR ne ae eine a ae aa tai lp leet die 3 
POP OE IS SENT haere |\State banks and corporations._................-..-----.-..-...| "3 
We dor dehodesn cdi aca eucacsdtapaaaedtos at aL IEEE Sect ame che drawn eiconwans pede aaiveenil (12) 
Viegm............ = ERIE REE SRE Se be - : 
‘: i , ) 5 Sees oR eulmedabeleds Lu died Saddam 5S 1 
Wisconsin... ....-....--------- {ee 0 REE EERE: A Te BRS SEE: 6 





1 Rate adjusted annually with maximum of 8 percent, minimum of 4 percent, but never less than $25 
for financial corporations. 

2 A credit of 20 percent of the net tax due is allowed for the calendar or fiscal year 1951. 

A $15, or 14% mills per $1 of capita] less stock holdings, if either is greater than the tax computed on 
net income. 

4 Effective rate in 1952 and 1953 is 6.765 percent comprised of the following: Permanent tax, 244 percent; 
temporary additional normal tax for 1947-53 inclusive, 14% nt; additional normal tax for 1948-53, 114 
percent; temporary surtax of 20 percent of taxes assessed; additional surtax for old age pensions, 3 percent 
of taxes assessed. 

£ Not to exceed 8 percent. 

6 Trust companies not doing a banking business are taxed at 6 percent of gross earnings in lieu of ad valorem 
taxes on capital stock and personal property. 

7 5 percent of prevailing rates. 

§ Or $25 or 1 mill per $1 of capital, if either is greater than the tax computed on net income. 

* Mercantile manufacturing, and business corporations are allowed an offset for personal property taxes 
paid, up to 50 percent of income tax. 

10 Or 40 cents per $100 of corporate excess is collected if greater than the tax computed on net income. 

11 State banks and corporations pay 3 percent of net income or 440 percent of value of tangible property 
whichever is greater. 

12 Plus 15 percent surtax. A 15 percent surtax is in effect for 1951 and 1952. 

18 For the tax year 1951 a credit of 20 percent was allowed. The credit had been contingent upon State 
revenues reaching $105 million in fiscal 1951. 

4 Plus retirement surtax: normal tax less $75, divided by 6. 


Source: Federation of Tax Administrators, 1952. 
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TasBLe VII.—State excise rates as d Jan. 1, 1952 


l l Day 
| ay and | | Cigarettes | Gasoline | Distilled 

















i 
35 3 | receipts | (per pack) |(per gallon) | (per uaiion) 
| Percent | Cents | —. 
5 | $1. 20 
644) 42.60 
416 - 80 
6 | 1.60 
4 | 1.00 
| 5 1.00 
7 2. 17-4. 34 
6 1.00 
toe. 
4 | 1.00 
4 2. 08 
5 | 1.00 
7 | 1.28 
9 | 1. 538 
| eae 
5 1.25 
4.3 2. 25 
Se a | d 
| 5 62.75 
7 - stil 
2 . 80 
4 ig 2S eee 
3 5 1.20 
3 65.5 80 
New Hampshire 2:2 SUCKS as es See ae a 3 | 5 eee 
New Jersey_........----__- Ci) ore ee BAS ones ct 3 | 3 1.50 
New Mexico. ........-.....- spoiaevest te See -| 92 | 4 6 1. 30 
I ett oo te eee eee ts he acdased a a 3) 4 1.50 
D1 \: B® bedbhvecauuite 7 ok 
6 | 5 2.50 
| 2 4 5 ee. 
| 5 | 
naanaiil DD  Ddinde ons: 
Pennsylvania 4 _* (ee 
Rhode Island , ~ 2 3 4 1.50 
South Carolina_._....._.....- i et SS a eee aul 3 3 | 7 2.7 
SEER RES LR ee | 2 3 | 5 75 
5 EERIE SER EA TS ERR, ; 2 5 7 2.00 
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1 Two States, Mississippi and Oklahoma, prohibit the sale of liquors of alcoholic content above 3.2 per- 
cent and 4 percent, respectively. Sixteen States have liquor monopoly systems (Alabama, Idaho, Iowa, 
Maine, Michigan, Montana, New Hampshire, Ohio, Oregon, Pennsylvania, Utah, Vermont, Virginia, 
Washington, West Virginia, and Wyoming). Some of the monopoly States impose taxes, generally ex- 
pressed in terms of a percentage of retail price. Vermont, however, levies a tax of $2.80 per gallon. North 
Carolina has county operated stores in counties which vote in favor of their operation and the State imposes 
a tax of 844 percent of retail price. 

2 This rate is for retailers. Also gross income tax rates varying from 44 percent for manufacturers to I per- 
cent for extractive industries and 2 percent for rentals. 

3 An additional 3 percent tax on retail receipts from the sale of distilled spirits was imposed in 1951. 

4 Municipalities may impose a like tax at the same rate with full credit given in such instances for the 


tate tax. 

5 Wholesale, 4 percent; retail, 54 percent; income a personal services, 144 percent; includes temporary 
additional rates imposed for veterans bonus purposes 

6 Includes 10 percent veterans bonus surtax, effective July 1, 1949, - Dec. 31, 1958. 

7 Wholesale sales, 44 percent; water, gas, and electricity, 2 percent 

5 Includes 1 cent per gallon additional tax, optional with individual counties, but adopted by all. 

®§ Wholesalers, 44 percent. 

1° Wholesale merchants, 440 percent. 

11 An additional excise of 0.08 cents per gallon is imposed on all gasoline, naphtha, and motor fuel manu- 
factured or delivered in the State for resale to consumers. 

12 Also has a gross income tax with rates varying — J percent to 44 percent, according to type of 
business, on which a 20 percent surtax was imposed in 1 

18 Also gross income tax of !®%oo00 percent to 7.8 sy ‘according to type of business, less 10 percent 
of total net balance of taxes due. 


Source: Federation of Tax Administrators, 1952. 
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Mr. Bonner. I take it that you discussed this bill in your governors’ 
conference. How many representatives of the 48 States were present? 

Governor Drisco.u. Forty-six, sir. 

Mr. Bonner. What was the division as to whether you should 
endorse this study? 

Governor Driscotu. If I may, sir, for the sake of the record, I will 
read the motion, which was adopted unanimously by all of the gover- 
nors present: 

The chairman of the governors’ conference be authorized to appoint a special 
committee to confer with appropriate committees of the Congress of the United 
States for the purpose of securing the creation of a commission and appropriate 
formula designed to promote a return to a working federalism, with an accompany- 
ing clarification and simplification of the Federal, State, and local relations, assuring 
a substantial reduction in the total cost of administering government, while pro- 
moting greater efficiency and better service to the public between the various 
Jevels of government. 

The position taken by the governors at their conference last year 
merely reiterates a position that has previously been taken unani- 
mously by all of the governors attending various governors’ conferences. 

I think I can state unequivocally that all of the States will be most 
happy to cooperate with any commission that may be created. 

Mr. Brownson. May I make a comment at this point relative to 
the bearing of the cost and shouldering of this burden? 

It seems to me that this is a problem that has been brought about 
by changes in concept of government at the Federal level. I did a 
little research on this subject including reference to Dr. Ernest 8. 
Griffith’s work on the Congress titled, ““Congress—Its Contemporary 
Role.” He is director of the legislative research service of the Library 
of Congress. 

I thought he put it very well when he pointed out that the Supreme 
Court has gradually vanished from the picture as the protector of 
States’ rights, and that the executive department, by the very nature 
of its functions and by the very nature of the fact that the President 
is elected on a national platform and in a national campaign, is not in 
a position to protect localism and local interests and States’ rights to 
the extent that the Congress is. 

That being the case, I think the governors have come to exactly the 
right place. And I think it is a responsibility of the Congress to 
promote and to finance such a study, since the need for this study 
arises primarily from the encroachment of the Federal Government 
into both the financial structure and into the functions which historic- 
ally were prerogatives of lower echelons of government. 

For that reason it seems to me that the financing of the study is 
clearly a responsibility of the Federal Government, since the Federal 
Government’s growth and since its everexpanding functions have 
primarily rotight this problem to focus. 

Mr. Bonner. But I shall not accept the responsibility of admitting 
that the growth of the Federal activity within the States is primarily 
the responsibility of Congress. I have watched delegations led by 
governors jointly and separately come to Congress and ask Congress 
to do this, that, and the other, which entailed expenditures of Federal 
funds within this State, that State, or the entire States as a whole. 

So notwithstanding the study that this gentleman has made, the 
shoe fits on both feet. 
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I realize that something has to be done about this. The Congress 
never would have done this but for the request of the various States 
asking for this program, that program, and the other program, which 
the Federal Government had to supervise in order to be equal to all 
of the States. 

Governor Driscouu. For the purpose of the record I think that it 
should be noted that your statement that the shoe fits on both feet is, 
probably, very accurate. 

In the past, on many occasions, undoubtedly, groups have appeared 
before Congress representing the States, representing municipalities 
and counties requesting assistance. 

Mr. Bonner. Yes, I was here when the farm group marched in, and 
there was not a State left out. They came from every State in the 
Union. There was hardly room enough in the District of Columbia 
to hold them. They were so destitute that something had to be done. 
And it was from one step to the other step, that the Federal Govern- 
ment had to step in and save the people. 

Governor Drisco.u. By the same token, however, on many occa- 
sions the States and their political subdivisions have been invited to 
come to Washington. 

Mr. Bonner. This thing has grown. 

Governor Driscouu. To ask for money. 

Mr. Bonner. I agree with you. 

Governor Driscotu. And on a great many occasions the Federal 
Government, without consulting the administration in our various 
States, has established Federal programs on a match-fund basis which 
has made it very inviting for the States to go into the program. 

Mr. Bonner. If you ever set up a bureau in Congress, you will not 
have to fertilize it. It will grow. 

Mr. Brownson. The bureau Congress creates is in the executive 
department. That is exactly what I have reference to. It is natural 
that the Executive will tend to centralize the Government. That is 
why I think it is so important that the Congress accept this responsibil- 
ity. After all, when we all get together in Congress and bake a batch 
cookies it is not surprising that the kids get into the cookie jar. 

Mr. Bonner. We will go along now. 

Governor Stevenson, do you have some observations that you would 
like to make? 

Governor Stevenson. I do not think I need to detain the committee 
a moment longer to elaborate what I am sure Governor Driscoll and 
Governor Kohler have already said. 

I do detect in this latter part, since I have been here, some feeling 
that there is a problem of the assessment of blame or responsibility for 
what has developed. 

I do not conceive of the function of this commission to be an assess- 
ment of responsibility. 

It seems to me that it is not an adversary proceeding, in any way. 
It does not make any difference whether it was the tailores of States 


which, in my opinion, is largely responsible for the growth of tbe 
Federal grant-in-aid system, or what it is. The fact of the matter is 
that the process has gone on andon. It is a simple question of whether 
or not we should make some intelligent study now of both of the func- 
tions and the financing of responsibility of government at all levels, 
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with the view to seeing if we can develop some orderly concept of where 
we go from here. 

To me it is just that simple, that this is an exceedingly complicated 
subject. It has a long historical evolution. The time has come, 
indeed, it is long since past, when we should attempt to look at this as 
intelligently as we can to see if there is some way to rationalize the 
future growth of the relations between the States, both with respect to 
an allocation of functions and to finance. 

I thmk that is all I care to add, Mr. Chairman. 

Mr. Bonner. I do not wish to press this point too much, but I 
have always felt that those who administer the laws passed by Congress 
look back in the hearings and read the reports of the committees re- 
porting the bills and do so in order to get some idea as to what Con- 
gress intended. We come down to these two private citizens. I can 
understand everybody else that is on this commission. I hope that 
vou governors will just throw some light as to the type of these 
private citizens, whether they should all be of the professor type or 
all of some other type. 

We are getting a lot of professors in Government. I want to see 
— horse-sense people, some business people, some common-sense 

eople. 
7 It frightens me when you turn a thing loose. The bill just says 
“two private citizens.’ They are citizens, but I hoped that I would 
get a little expression from you gentlemen. 

You are the gentlemen who are going to bring this to pass, if it is 
brought to pass. I have great respect for all of you. That is the 
reason I am pressing and trying to get some views from you as to 
what shall be in this. 

Would you say a farmer should be on the commission? 

Governor Stevenson. If he knew anything about this. 

Mr. Bonner. An actual farmer; not a city farmer. 

Governor Stevenson. What we call a dirt farmer. 

Mr. Bonner. Yes. 

Governor Stevenson. If he knows anything about the field, ob- 
viously I would not think it was exclusive. 

Mr. Bonner. He is pretty much interested in the field, I can assure 
you of that. 

Governor Stevenson. He should be. 

Mr. Bonner. And labor? 

Governor Stevenson. Certainly, I think so. 

Mr. Bonner. I am not talking about one of the leaders, but the 
actual boys who do the work, not those that sit and draw the big pay. 
T am talking about the man that works in industry. He has got a 
good brain of his own. 

Governor Stevenson. As you know, the States concerted their 
efforts years ago to establish the Council of State Governments which 
is a research agency for the purpose of helping the States both prepare 
comparative statistics and to develop proper approaches to our 
several problems after suitable study and research. There are 
agencies that already exist that could contribute a great deal to the 
understanding of this problem and to a resolution, I think, of some of 
the conflicts that have arisen. 

It would be presumptuous for me to suggest, and I am sure the 
other governors would feel likewise, just who should be included in 
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this committee, but, certainly, there are a lot of agencies that exist at the 

municipal and State levels and, perhaps, other levels, that would have 
ersonnel available for service on this committee who would be 
ighly competent. 

Mr. Bonner. Let me tell you what is in the back of my mind. 
This committee has been looking into the functions in the national 
defense. Do you know how many studies the Secretary of Defense’s 
office has with the universities of this country, Harvard and Yale, 
dear old Cornell, and the rest—600 studies. They are on each other. 
One will come in recommending this way and the other one recom- 
mends that way. And then they do not know which way to go. 
There are 600 studies being paid for by the taxpayers of the country, 
over in national defense today. 

So when it comes to this studying business, I just want to try to 
pin it down and want to know who 1s going to do the studying. 

Mr. Brownson. They have got 638 committees in the Department 
of Defense doing that, and each committee has to have, at least, a 
study and a half. With only one committee here we will not come 
out so badly. 

Mr. Bonner. Would you recommend that this Commission have 
task forces like the Hoover Commission? 

Governor STEVENSON. It would be very hard to foresee what the 
Commission would do until it was constituted. Then they would have 
sb ma subcommittees that would do research work in individual 
fields. 

I think the important language is on the top of page 3 which says 
that each person appointed as a member shall be experienced with or 
have knowledge of the major problems in the field of intergovern- 
mental relations. 

I think that states it broadly and adequately. I do not know what 
more you could add to that. 


STATEMENT OF HON. WALTER KOHLER, GOVERNOR OF 
WISCONSIN 


Governor Kouuer. I want to speak to that point that you raised, 
Mr. Chairman. I do it with some humility because my administrative 
experience as Governor of Wisconsin is much less than the experience 
of my two colleagues here, but I can say this, that where the appointive 
power is exercised by the governor it is extremely difficult for him to 
function effectively and efficiently if there are narrow restrictions upon 
his appointive power. 

Furthermore, I think it would be a mistake to have vocational or 
occupational restrictions or geographic restrictions, because you set 
up strains and tensions and sectional conflicts, if you please, and you 
get logrolling and that kind of thing. 








I have no objection to a farmer or a labor man being on this com- 
mittee, providing they qualify as having knowledge or experience 
with the major problems in the field of intergovernmental relations, : 


but they should be appointed for that reason, and not because they 
are farmers or laborers or lawyers or teachers, or anything else. fi 
In my limited experience it is extremely important that the ap- 
pointive power be not restricted. § 
I assume that my colleagues concur in that. 
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Governor Stevenson. Emphatically. 

Governor Drisco.tu. I, certainly, would concur with that state- 
ment. 

Governor Kouuer. I had one other thing that I wanted to bring 
out. It was mentioned that 31 States have surpluses. 

There is a Federal, State, local tax coordination study prepared 
by the Treasury Department dated March 7 of this year, in which 
the statement is made that cash expenditures of all State and local 
governments for the calendar year 1951 exceeded cash receipts by 
$400 million, and the year before the expenditures exceeded cash 
receipts by $900 million. So that the States and local governments 
are not operating collectively with surpluses at all. 

Governor Stevenson. I think what constitutes solvency is a rela- 
tive matter compared with the Federal Government. Maybe we are 
solvent. 

Governor Kouuer. There is just one other thing. 

In Senate bill 1146 there is some wording in respect to instructions 
to the commission in its final report which reads, on page 5, line 4: 

The final report of the Commission shall propose such constitutional amend- 
ments, legislative enactments, and administrative actions, as in its judgment are 
monenerat to carry out its recommendations with respect to each level of govern- 
ment. 

There might be some merit to including that specific instruction in 
the bill that was introduced by Mr. Dawson, H. R. 3683. 

Mr. Dawson. Would you give us the page again? 

Governor Konter. It is page 5, line 4, of S. 1146. 

Mr. Fine. What did you suggest? 

Governor Kounuer. The words, beginning on line 4, page 5: 

The final report of the Commission shall propose such constitutional amend- 
ments, legislative enactments, and administrative actions, as in its judgment are 
any to carry out its recommendations with respect to each level of govern- 
ment. 

It ties it down pretty well, so that you get something very specific 
out of this, at least, we hope. 

Mr. Bonner. Basically, the employees of the Commission are 
going to actually do the work. 

Governor Kou er. Certainly. 

Mr. Bonner. And they will tend to write the report according to 
their background and their thinking. 

What is your advice to the Commission as to how it should as- 
semble its staff? Do you have any views on that? 

Governor Kouuer. I, personally, have not discussed this with any 
of the other governors in that detail. 

Mr. Bonner. Let us have a little conference then and have some- 
thing in the record on that. 

Governor Drisco.tit. Mr. Chairman, we were inclined to believe 
that that subject might well be beyond our proper function. I am 
sure, however, that the Commission will not lack for advice in the 
appointment of its staff. 

I am equally sure that if we secure the kind of a commission that 
we want it will confer with leaders in Congress who have studied this 
subject over a period of years, with the representatives of the various 
organizations that I mentioned in my first statement. And out of 
such consultations I am quite confident that we can develop a first- 
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class staff that will neither be too theoretical, on the one hand, or, 
perhaps, too practical on the other. 

Mr. Bonner. Are there any further questions, Mr. Brownson? 

Mr. Brownson. If I understand this Commission as it is set up 
here, the Commission will come out with equal political representa- 
tion. Is that your understanding? 

Mr. Bonner. That is what the bill says. 

Mr. Brownson. They will elect a chairman and a vice chairman? 

Mr. Bonner. That is what it proposes. 

Mr. Brownson. Is that the way the Hoover Commission operated? 
It a equally balanced and they elected a chairman and vice chair- 
man? 

Mr. Dawson. Yes. 

Mr. Brownson. Mr. Chairman, since you are trying to accumulate 
here in the hearings some pertinent matter that will help our committee 
members and will help our colleagues in the Congress, I would like 
to ask unanimous consent to include at this point chapter 11 of 
Dr. Ernest S. Griffith’s Congress—Its Contemporary Role, this 
is a fairly short chapter, pointing out the philosophy behind this 
safeguarding of States’ rights. 

Mr. Bonner. It may be included in the transcript of the hearing, 
without objection. 

(The document, chapter 11 of Dr. Ernest S. Griffith’s book, Con- 
gress—Its Contemporary Role, is as follows:) 





[From Congress—Its Contemporary Role] 


CHAPTER 11. CoNGRESS AND LOCALISM 


Today Congress finds itself charged with greater responsibility to perform 
another role under the Constitution, one which in the past it had been assumed 
lay more within the orbit of responsibility of the Supreme Court. This is to safe- 
guard States’ rights—or rather the vitality of State action which is the operative 
reality behind the legalistic phrase, ‘‘States’ rights.’’ Closely related to this is the 
role played by Congress in seeing to it that State and local needs, interests, and 
and pecularities receive recognition in national measures. 

Our founding fathers thought they had built our Federal structure truly and 
well. Nation and State, each in its sphere, was autonomous. To those who 
feared the encroachments of the larger unit, it was pointed out that to the Nation 
were entrusted only certain strictly limited powers. 

Now few of these powers were such, or originally such, that they touched di- 
rectly the daily life of the ordinary individual. Hence the practice grew up of 
assuming that it was the responsibility of the States and the cities and the local 
units to provide regulations (if regulations were necessary) for all the ordinary, 
multifarious relations and aspects of everyday life—health, education, local busi- 
ness, most utilities, labor, the home and family, most public works, recreation, 
poor relief. So it continued for a hundred years more or less, though toward the 
end of the nineteenth century disquieting signs were noted. 

Such a distribution of powers was to be safeguarded, not only by the Constitu- 
tion itself and by Congress operating in observance thereof, but also by the 
Supreme Court, its living exponent and guardian. 

But now the scene has changed radically. No longer is the Supreme Court 
the protector of local autonomy it once was. The importance of congressional 
restraint has correspondingly increased.! In some ways Congress is admirably 
suited to this role of State protector; in others it is not so congenial. At best 
it is ambivalent, especially in financial matters. 

Before proceeding to a detailed consideration of this role of State protector, 
it is worth while briefly to recapitulate the values traditionally associated with 
State and local vitality so as to recapture some portion of the old sense of its 


2 Seen 





1 In the field of the common law, the Court has been more regardful of State divergences. See David 
Fellman, Federation, American Political Science Review, December 1947, pp. 49-53. 
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importance in the event that the lure of a rampant centralization may have 
eroded our former faith. These traditional values were many. They included 
the opportunity to experiment, given the necessary prerequisites of taxable ca- 
pacity and civic vitality. They included the facility offered to differentiate 
governmental activities in accordance with differences 1n population and environ- 
ment. By developing functions in the smaller units, the size of the central 
establishment. could be kept down, and the terrific managerial and political 
ae associated with big government were lessened accordingly, or at least 

came less acute than they otherwise would have been. Above all, local respon- 
sible experience was educational] in the best sense of the word. Mistakes and 
successes were brought home to an electorate not too large to understand the 
manageable issues facing it. Responsible fiscal experience was thereby gained 
through learning the simple lesson that activities voted must be or at least ought 
to be paid for by taxes. This 1s a slender thread at best that limits what voters 
want to that which is practicable in terms of their own efforts; and the thread 
has already snapped in many nations and peoples who have gone far down along 
the treacherous path of insisting upon their wants and dodging the sacrifices 
involved. Some believe that we, too, are in this unhappy state, but. to the extent 
that we are not, surely a large share of the credit for this belongs to the fact that 
we have been educated to responsible political behavior in the school of local self- 
government. 

But for local and State self-government to continue to possess the vitality 
necessary to fulfill this role, it must continue to have a zone of discretion and 
creative action in a sufficiently large sector of governmental activity to be real, 
to attract the interest, to enlist the participation, and to command the loyalties 
of its citizens. Merely to act as agents of a central government that has made 
all — significant decisions is not enough, even though officials are still locally 
elected. 

It is therefore of cardinal importance for us to realize that as far as the field 
of statute law is concerned, we no longer live under a genuine Federal system 
constitutionally speaking. The freedom and autonomy of the States have lost 
most of their assumed constitutional protection. What they do, the decisions 
they make, the laws they pass, are now largely on sufferance—protected not by 
the Supreme Court but by the restraint of Congress in not passing such laws as 
would wipe out the discretionary element in their still quite substantial remaining 
functions. 

Let us look for @ moment at recent Court decisions. The most important of 
these are a succession of cases under the commerce clause. Swift and Company 
v. United States,2 National Labor Relations Board v. Jones and Laughlin Steel 
Corporation,® United States vy. Darby,‘ United States v. Wrightwood Dairy Com- 
pany,® and Wickard v. Filburn® should be especially noted. Under these and 
other cases the basis has been laid for central regulation of wages, hours, prices, 
working conditions, and business practices of all business enterprise (including 
even such matters as insurance’? and the gathering of news *) as “affecting’’ 
interstate commerce and not merely the practices of those businesses engazed ia 
such commerce. Thus at any time the National Government apparentiv can, 
if it so desires, take over the regulation of all our economic tife and drive the 
States and localities out of business in this regard. 

In the generally costly area of public works, the States and cities find themselves 
hard pressed for revenue. While the property tax (or real-estate tax) seems still 
to be peculiarly theirs, under its taxing power the National Government is steadily 
encroaching upon one field of revenue after another of those that remain. On the 
one hand this lessens the capacity of the smaller units to undertake activities on 
their own initiative. On the other hand the fact that the Federal Government 
returns large sums as subsidies, under conditions set by it, lessens local discretion 
by the same act that it enlarges local resources. The effect is the same, even 
though it is frequently the locality beset by financial stringency rather than the 
Federal Government that presses for the subsidy legislation. Hence, in those 
proposals in which national standards are tied in with grants-in-aid, the average 
Member of Congress calculates the fiscal effects on his district or State, and 
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hostility to centralization is inevitably modified if the financial aspects appear 
advantageous. 

Just as the economic sphere of State exclusiveness of action has yielded chiefly 
to new interpretations of the commerce clause, so in the social sphere state auton- 
omy of late has more subtly but none the less surely been undermined by the 
ne power. Under the Social Security cases,® financial temptation (under 
the grants) was held not to be coercion and hence not forcing the States to abdicate 
their powers. The Court stated explicitly in United States v. Butler © that “the 
power of Con to authorize expenditures of public moneys for public purposes 
is not limited by the direct grants of legislative power found in the Constitution.” 
This had in fact been inferred as implicit from the very earliest days of the Repub- 
lic. Grants-in-aid of such functions may be made conditional upon the perform- 
ance by the States of the functions in question in accordance with the stipulations 
of the central agency.'!' Ap ntly there is inherently no constitutional limit to 
the transfer of discretion through conditional grants-in-aid in matters such as 
education, health, relief of distress, recreation, or at some future time even police 
and fire protection and the courts, if Congress shall similarly appropriate and 
decree them to be matters of national concern. It is perhaps gratuitous to point 
to other court decisions under other clauses of the Constitution where the trend is 
in the same direction. Regulation as conducive to efficient collection of taxes was 
upheld in United States vy. Doremus. Equal and even identical educational 
facilities are now required of the States for all races under the fourteenth amend- 
ment, the States not being allowed to substitute interstate cooperative provisions 
of such facilities." Then, too, the Court has consistently held that nonspecified 
powers presumably retained by the States are legitimate subjects of international 
negotiation. No stop has yet been put to this use of treaty or international 
agreement to extend Federal activity. 

This is not in any sense to hold up the Supreme Court as the villain in the play. 
After all, these laws enlarging the sphere of the National Government and lessening 
that of the States were passed by Congress in the first instance. Emphasis is 

laced only upon the fact that of the original two safeguards of operative federal- 
ism, the attitude of the Court and the restraint of Congress, the latter has assumed 
a greatly enhanced importance.'* A complete picture would also include the fact 
that in a whole series of decisions the Court has been instrumental in extending 
greatly the sphere of permissive State activity (but not autonomy) in the economic 
sphere through its more liberal interpretation of ‘due process’’ and other clauses 
which for many years restrained effective economic legislation. 

One cannot look to the executive branch for any assurance of protection of 
State and local autonomy. Here and there a bureau or department chief may 
have a genuine conviction in the direction of local autonomy, and for awhile his 
agency may show remarkable restraint in seeking additional sng at the expense 
of the smaller units. Such a line of thinking has at times been not without its 
influence in the Department of Agriculture and the United States Office of Educa- 
tion, to mention but two examples. But in the long run the scales are inherently 
weighted otherwise. These bureaus and their clientele believe in the importance 
of their objectives. They see, or think they see, that these objectives would be 
more easily attained if power and discretion were transferred to them from the 
States and localities. If some lingering doubt exists regarding the constitu- 
tionality or even the wisdom of coercion in a given bureau’s particular field, then 
the alternative of the conditional grant-in-aid offers itself. The State or locality 
may be persuaded—some would call it bribed—when it cannot be forced. Into 
the scales in many instances is thrown the importance attached in bureaucratic 
circles to size of staff and budget, to power for its own sake—very human, no 
doubt, but irrelevant to the real issue of local vitality and autonomy. 

Finally the President himself is nationally elected. It is he in our system who 
has come to represent the national point of view. His campaigns are on this 
note. His emphasis is upon the unities, upon the goals that have the widest 
appeal. It is so easy to make a case for the point of view that we are one people, 
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that the health and education and welfare of the people of Mississippi are of impor- 
tance to New York and the Nation. Yet as the author wrote in another con- 
nection: 

“Any legislative act but concerns a number of individuals, and must rest for 
its ultimate sanction upon their will. Initially, or at any given instant, progress 
may be given the appearance of acceleration by central] mandate—vet if the various 
human beings concerned or the various communities involved are not convinced, 
further and still further mandates must be the rule—until the Government be- 
comes a kind of central dictatorship, and the local life is gone. 

“Each step taken by individual or local initiative means individual or local 
growth in consciousness and knowledge. Initially, the way is slower; ultimately, 
the results justify. It is easy, but it is also dangerous, to dicate reform or change 
in advance of individual or local willingness. It is difficult, but the gain becomes 
the greater, to raise a whole people to a conviction for progress * * *’’,15 

The economic and social forces are for the most part on the side of centraliza- 
tion. Business and labor are organized on a national scale, and from a practical 
standpoint the furtherance of their interests or the regulation of their conduct to 
be really effective must more and more frequently be on a scale commensurate 
with the problems involved. Transportation and communication are Nation- 
wide. The great river basins usually know no State boundaries. Population is 
increasingly mobile, and the local and State loyalties are lessened thereby. The 
schools of Oklahoma educate the future workers of California. We have been 
through two world wars and for all practical purposes, except large-scale shoot- 
ing, are in the middle of a third. These experiences intensify our national outlook. 
Finally, many factors vital to our individual welfare must now be settled at the 
international level, and only the Nation can negotiate. 

All these things have been said before, wither with approval of the trends or 
with regretful resignation. 

Yet there is still very great State and local vitality. While widening the bounds 
of permissive Federal action, the Supreme Court has also widened the bounds of 
State action. State and local activities continue to mount, even in the unsubsi- 
dized and uncontrolled sectors. State expenditures were $2,734,000,000 in 1932. 
In 1949 they were $11,782,000,000. If the problem of an inadequate revenue base 
could be solved—and it can, if the will is there—much of the argument for centrali- 
zation because of inadequate local resources would disappear. 

The organizations of both of the major political parties are predominantly 
State and local, even though more and more of the major issues are becoming na- 
tional. The deeper effects of this on Congress will be considered presently, but 
at this point it is sufficient to note that party organization is on the side of local 
ism. 

Most important of all for our present consideration is the fact that Congress is 
locally minded and apparently still believes in our Federal system. If there are 
values in this system it would seem that it is to Congress and not to the restraints 
of the Supreme Court or the initiative of the President that one must largely look 
for their preservation. It is to Congress also that one must largely look for recog- 
——s the State and local viewpoint when national legislation is framed and 

assed. 
"i This localism of Congress is under severe criticism. Certainly the majority 
of the political scientists would appear to desire a change in the direction of 
greater congressional emphasis upon the national viewpoint. Spokesmen of 
Congress have for the most part been inarticulate on the subject, probably in 
many instances not realizing what the larger issues at stake really were. 

Why, then, has Congress shown on the one hand a greater watchfulness over 
local interests and on the other more resistance to the national approach in the 
handling of problems and also more devotion to State and local vitality and 
freedom than has the executive branch? The reasons are manv. 

In the first place, members owe little or nothing to their party nationally for 
their election. In closely contested States or districts in presidential election 
years, and sometimes in the midterm elections, national headquarters will provide 
modest funds in aid of a local campaign. Speakers of national reputation may 
also be detailed to help, but often as much or more for the presidential or guber- 
natorial candidate as for the congressional. In general, members wage their 
own campaigns, primarily aided by the local or State organizations. 


16 Ernest S. Griffith, The Modern Development of City Government in the United Kingdom and the 
United States (London: Oxford University Press, H. Milford, 1927), II, 598. 
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In the second place, subject to the direct primary, the member is the nominee 
and ee the product of the State or local party organization. Intervention 
by the ident or by national headquarters in behalf of one of the contestants 
for the nomination may even be a liability, so strongly does the local tradition rule. 

In the primary and the general election alike, locally important issues figure 
largely. hose issues on which the district or State (because of regional economic 
factors) are substantially united are taker for granted by all candidates. If the 
locally favored position on one of these issues happens to be contrary to that of 
the national platform or the President, if of the same party, the candidate ordi- 
narily — dissociates himself from the rational viewpoint on the particular 
issue. he presence of the direct primary tends to render ineffective attempts at 
national conformity, if contrary to local views. The net result in any event is a 
sensitivity to or sharing of the dominant local viewpoint on issues deemed locally 
important. 

Fennsient; all the time the Member is in Congress his constituents and his local 
party organization maintain a steady stream of letters, telegrams, telephone calls, 
conferences, and visits to the end that he shall not forget what is important to 
his State or district. Visits home from time to time strengthen the same mood. 

Curious anomalies follow therefrom. In 1948 Iowa elected a solid Republican 
House delegation but the State went for Truman. It is as if the people said, 
‘We like the President’s national program as a whole, but we want our own people 
there to see that our local interests are safeguarded by those who have proved 
that they understand us and are one of us.”” Within the President’s own party 
are large numbers of Senators and Representatives who differ with him on many 
of the issues on which he made his chief campaign. Here again local consider- 
ations are dominant. 

How concretely does Congress give expression to this localism? It evidences 
itself first in an emphasis on local interests in national legislation and, secondly, 
in a reluctance to increase centralization. 

The most obvious expression of the first is through securing for their particular 
State or district the maximum number of public improvements. This is a para- 
dox, for it is national action and national money that are involved in local con- 
struction—but the motivation is primarily local. New post offices, veterans’ or 
armed services’ hospitals, public roads, grants for new schools or slum clearance, 
defense establishments of one sort or another, and, above all, great water-resource 

rojects whose magnitude dwarfs the earlier examples—these are cases in point. 
Many, perhaps most, of these are justified, and our Nation as well as the locality 
is the better for them. Pure logic might frequently have dictated their location 
elsewhere, perhaps concentrating more of the projects in a few places—but the 
values of diffusion are not inconsiderable and the localism of Congress must take 
credit for their attainment. In some instances, national planning might well have 
overlooked certain worthy local projects, though this is conjectural. The other 
side of the picture, the wastes and politics involved, is well known and has been 
documented. At this point our interest lies in observing the phenomenon rather 
than in passing judgment on it. 

Of a similar nature, shongh confined to the President’s party, is the patronage 
element in Federal personnel. Apart from its use to strengthen the Members’ own 
political standing, there are two more general usages worth noting. By the so- 
called courtesy of the Senate, the senior (and sometimes the junior) Senator of the 
President’s party is consulted in regard to nominations of persons (civilians) from 
his State who require senatorial confirmation. If the duties of the position lie 
wholly within his State, he is customarily allowed to name the person to fill the 
post. This applies chiefly to judicial appointments and postmasters, but with the 
growth of Government other nominees outside the classified service and the mili- 
tary are increasing in number. The practice is defended on the theory that the 
Senator knows his own State better than the President. An effect is to strengthen 
the State party organization, irrespective of the effect on the party nationally. 

Within the classified service which comprises the great mass of Government 
workers, localism took a different form. This was the imposition by statute of an 
apportionment provision for employees in Washington whereby such employees 
were to be divided among legal residents of the States in accordance with the State 
populations. For a number of vears an attempt was made to give effect to this 
provision, but this attempt seems to have been abandoned and the law may now be 
regarded as obsolete. This of course was founded upon Congress’ regard for State 
equality. It was defended on the ground that there were values in such a distribu- 
tion—values of fair play, of widespread interest in and responsibility for Govern- 
ment. 
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More pervading and fundamental, more far-reaching for good or evil, is the 
localism associated legislatively with regional economic interests. An obvious 
recent instance was the conflict between the oleomargarine-cotton interests and 
the butter-dairy interests. When Congress wrote the details of tariff acts, it was 
each man for his own State or district. The St. Lawrence seaway pitted the 
Great Lakes States against the Atlantic seaboard. The West as a whole has a 
vital interest in irrigation and the equalization of power resources. The Tennes- 
see Valley Authority enjoys almost unanimous support of the members from its 
area, regardiess of party or general economic orientation. The power of the silver 
bloe is widely known. Thus, in part, this economic regionalism reflects itself in 
the form of seeking greater and greater Federal expenditures in the area, in part in 
promoting legislation deemed favorable to its economy. In either case the end 
result may be good or it may be bad, but at least it makes sure that attention will 
be given to each area. None will be overlooked, though the effort may be more 
successful in the case of those areas whose representatives belong to the majority 
party. 

Another widespread manifestation of this localism is the all-pervading rural- 
urban cleavage. There 1s no doubt that Congress, and especially the Senate, is 
more inclined toward the rural than toward the urban viewpoimt when the two are 
in conflict. Rural areas are in fact overrepresented in both the Senate and the 
House. Represented in the Senate are 11 States under 1,000,000 with a popu- 
lation predominantly rural and only 1 under 1,900,000 that is urban. In the 
House, the 235 districts with no city above 100,000 within their boundaries aver- 
aged 283,000 each; the 71 districts which had both a city above 100,000 and con- 
siderable rural areas averaged 318,000 each; the 122 urban averaged 331,000 each.'* 

The masses of the great cities may be the major factor in electing the President, 
and he may reflect this in his conduct, but they count for less in Congress, where 
their voting power is felt by only a minority of the membership. Representatives 
from the so-called working-class districts in the House vote overwhelmingly for a 
particular point of view, and in an urban State like Rhode Island the same view- 
point is reflected in its senatorial elections. However, in the great majority of 
States and in a substantial majority of the districts, the combination of rural, 
suburban, and middle-class urban voters outweighs the often very considerable 
labor element. The suburban and middle class cannot hope to win without the 
rural, and so the rural tends to call the tune on matters which it deems important. 
Among such matters is its preference for local rather than centra! handling of 
problems. An exception is, of course, in those matters in which rural economic 
prosperity is better served by national handlirig. Even then, local agricultural 
committees and the role of the land-grant colleges are retained and the county 
agent takes on a local coloration. Rural cooperatives run much of rural electri- 
fication; rural cooperatives are favored in marketing. 

But the localism of Congress expresses itself not only in a watchfulness over 
local and regional interests but also—and this is more to the point in any con- 
sideration of the future of federalism—in many instances of reluctance to increase 
the extent of centralization if there is any other feasible way to meet a given 
problem. In Federal aid to education, for example, the most recent bill provided 
explicitly that the grants to the States were to have no strings tied to them 
involving central controls. Even this measure failed of passage, in part because 
some Members felt the grant to be an entering wedge which later on would grow 
into a national system of schools—and Congress is not vet ready, even if the 
Court and Executive are, to amend the Constitution by indirection in this fashion. 
The most recent versions of rent control allow State and local autonomy as regards 
whether or not to apply such control. State unemployment-insurance systems 
still rule in spite of the desire on the part of the Federal Security Agency that 
they be nationalized. Proposals for river-valley authorities either explicitly pro- 
vide for retention of existing State and local powers or include regionally con- 
stituted advisory or policy boards or both. Interstate compacts are highly favored 
as a device if at all practicable. The retention of local initiative, autonomy, and 
discretion could and would go even further with Congress if Congress realized 
more clearly that a large part of the situation which seems to call for action on a 
national scale is accounted for by the inequalities in taxable capacity and the 
absence of sources of local revenue—this latter because of the preemption of so 
many revenues by the Federal Government. With such a realization might come 
a solution whereby certain revenues (such as the cigarette tax) would be trans- 





16 Figures for districts, 1940 census; for cities and States, 1950 census. Members elected “at large’’ have 
been omitted. 
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woe | Leia to the States or equalizing grants-in-aid could be given without strings 
attac 

Congress instinctively and articulately opposes a large bureaucracy. In part 
it does this because it desires economy, in part because it senses that bureaucracy 
with its command of facts and acquaintance with problems is a formidable rival 
in the maturing of legislation—an area which Congress regards as its own under 
the Constitution. In part, however, it is because 1t knows from experience in the 
United States as well as in other countries that such a bureaucracy becomes an 
increasingly powerful force in the direction of the centralized state. Consequently, 
for many years to come Congress may be expected to drag at the wheels of the 
wheels of the onward march of big government and centralization—even though 
it may in practice prove impotent to reverse the trend. 

The implications of this situation for party solidarity and discipline may also 
be noted at this point. So long as Members are locally nominated and locally 
elected, just so long must they pay attention to local and regional interests. Herve 
is a serious obstacle to party solidarity, for the Member or Senator who puts 
party ahead of district or home State on a matter which the district or State 
regards as vital will probably not survive the next primary—not to mention the 
next election. There would accordingly be either a danger that parties would 
become more sectional and regional than they now are or that they would com- 
pletely surrender to all groups, regardless of contradictions, and without the very 
considerable corrective which 1s now supplied by independent voting. 

In conelusion, let it not be thought that there are not values, great values, 
attendant upon the national viewpoint in contradistinction to the local. All 
that is claimed here is that both are of value, and decisions ought to be made with 
a full awareness of both aspects and without the scales unduly weighted in either 
direction. It is the author’s contention that this purpose is best served if, as the 
founders of the Republic originally intended, both a national and a State and local 
viewpoint are woven into the fabric of our government—-and the action taken 
represents a compromise between the two viewpoints. The President, or the 
Executive, represents wholeheartedly the national viewpoint. Is it not therefore 
all the more important that those elements in our Government which by conviction, 
sustain the value of local autonomy shall not be whittled down or eroded by so 
altering our structure, whether of party organization or of government itself, 
that this function is no longer effectively performed? Much of the genius of our, 
Constitution lies in the way it allows no one center of power, no one group or 
point of view to ride roughshod over others, but is rather government by con- 
sensus based on doing together the things on which there is unity but allowing 
for diversity in other matters. In the total picture the values of decentralization 
would seem to be essential to the strength of the Nation—a part of our belief 
that operative pluralism is a major pillar and expression of the democratic way. 


Mr. Bonner. Do you have any questions? 

Mr. Fine. I have no questions. 

Mr. Bonner. Mr. Dawson? 

Mr. Dawson. No questions. 

Mr. Bonner. Are there any other witnesses that you gentlemen 
have who would like to make a statement? 

I set this time apart for your convenience. 

Mr. Dawson. In your discussions did the heads of the lesser 
municipalities complain of encroachment upon their jurisdiction at 
the State level? 

Governer Stevenson. Did the cities complain about encroach- 
ment by the States? 

Mr. Dawson. Yes, did the cities or the counties? 

Governor Stevenson. I think what the Governor, probably, said 
is that this proposal originated in the governors’ conference. 

Mca Dawson. The study embraced, as I understand it, all of 
them. 

Governor Stevenson. I am sure we have all had the experience 
of the conflicts between the municipalities and the State government 
within the States. Now we are talking about creating a commission 
which would look both at the Federal-State relationship and, also, 
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the State-local relationship, because there are those conflicts, as you 
well know, sir. 

Governor Driscotu. The answer to your question is “Yes.” We 
are well aware of the fact that the municipalities have their problems 
just as the States have their own problems. 

Mr. Fine. You hope to solve them, too? 

Governor Drisco.ti. We think it is just as important that we 
provide a guide for the future relationship between the State and its 
municipalities as between the State and the Federal Government, 
yes, sir. It is very largely for that reason that the representatives of 
our county and municipal officials have joined with the governors 
in this conference this afternoon. 

Mr. Bonner. If there are no further witnesses then, we thank you. 

Governor Driscoutu. Unless there are some of these municipal 
county officials who would like to speak to the committee. We would 
be most happy to have them do so. Apparently, they are content 
to stand on what we have said. 

Mr. Bonner. The committee will stand adjourned. I want to 
express the appreciation, my appreciation and that of the committee 
for the time you gentlemen have taken to come and express your 
views, show your interest and demonstrate your interest in this 
subject. The committee will continue hearings on the bill. If your 
group has any statement that it cares to file later, we will be glad 
to put it m the transcript of the hearings. 

overnor DriscoLty. We appreciate your courtesy. 
Mr. Bonner. We will include as part of the record S. 1146. 
(S. 1146 is as follows:) 


[S. 1146, 824 Cong., Ist sess.] 
AN ACT To establish a temporary National Commission on Intergovernmental Relations 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, 


FINDINGS OF FACT 


Section 1. Since the establishment of the federal system of government, no 
comprehensive survey has been made by the Congress of the relationships exist- 
ing among the National, State, and local governments of the United States; of 
the allocation of governmental functions and powers among these three govern- 
mental levels, or of the distribution of jurisdiction of governmental functions 
and powers exercised by two or more governmental authorities. Prior to a de- 
termination of necessity or desirability of a reallocation of functions and powers 
or of redistribution of jurisdiction over them among the levels of the Federal 
system, it is necessary that such a study and survey be made. It is the belief 
of the Congress that such a study and survey of past and present conditions 
and the determination of what legislation should be proposed can best be accom- 
plished through the cooperative efforts of officials of government and representa- 
tives of the people. 


ESTABLISHMENT OF THE NATIONAL COMMISSION ON INTERGOVERNMENTAL RELATIONS 


Sec. 2. (a) There is hereby established a temporary national bipartisan com- 
mission to be known as the National Commission on Intergovernmental Relations 
(hereinafter referred to as the ‘‘Commission’’), which shall be composed of twelve 
members as follows: 

(1) Four appointed by the President of the United States, two of whom shall 
be officers of the executive branch of the Government, and two private citizens; 

(2) Four appointed by the President of the Senate, two of whom shall be 
Members of the Senate, and two private citizens; and 
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(3) Four appointed by the appeie of the House of Representatives, two of 
whom shall be Members of the House and two private citizens. 

(b) Each person appointed as a member shall be experienced with, or have 
knowledge of, the major problems in the field of intergovernmental relations. 
Of the members enumerated in paragraphs (1), (2), and (3) of subsection (a), 
not more than two members in each class shall be from any one political party. 
Any vacancy in the membership of the Commission shali not affect the Commis- 
sion’s powers, but shall be filled in the same manner in which the original ap- 
pointment was made. 

(ec) The Commission shall elect a Chairman and a Vice Chairman from among 
its members. 

(d) Four members of the Commission ‘shall constitute a quorum. 

(e) Prior to making the appointments of members of the Commission as pre- 
scribed in paragraph (2) of this seetion, the President of the United States, the 
President of the Senate, and the Speaker of the House of Representatives shall 
consult with and be advised by representatives of organizations of State and 
local government officials. 


DUTIES OF THE COMMISSION 


Sec. 3. (a) It shall be the duty of the Commission to submit to the Congress 
specific recommendations based upon a study of— 

(1) (A) the past and present relations between the National, State, and 
local governments of the United States; (B) the past and present allocation 
of governmental functions and powers among the National, State, and local 
governments of the United States; (C) governmental functions and powers 
exercised by two or more such governments, and the distribution of juris- 
diction over such functions exercised by each such government; 

(2) the fisea] relations among the National, State, and local governments 
with a view of determining the possibilities, and mechanism for achieving, 
on a continuous basis, consistency in the fiscal policies of the several levels 
of governments. In making such study the Commission shall give particular 
attention to (A) intergovernmental tax immunities in terms of the problems 
they create for governments and taxpayers, and means for resolving these 
problems; (B) revenue sources and means for reducing or eliminating inter- 
governmental tax competition; and (C) grants-in-aid, tax sharing, and other 
similar measures for adjusting financial resources to the needs of State and 
local governments, with a view to proposing guides to the use of such devices 
and improvements in their operation. 

(b) The Commission shall submit interim reports at such time or times as the 
Commission deems necessary, shall submit a comprehensive report of its activ- 
ies and the results of its studies to the Congress on or before December 31, 1952, 
and shall submit its final report not later than March 31, 1953, at which date the 
Commission shall cease to exist. The final report of the Commission shall pro- 
pose such constitutional amendments, legislative enactments, and administrative 
actions, as in its judgment are necessary to carry out its recommendations with 
respect to each level of government. 


POWERS OF THE COMMISSION 


Sec. 4. (a) The Commission may, in carrying out this Act, hold such hearings, 
require by subpena or otherwise the attendance of such witnesses and the pro- 
duction of such correspondence, books, papers, and documents, take such testi- 
mony, and sit and act at such times and places as the Commission deems advisable. 
Any member of the Commission may administer oaths or affirmations to witnesses 
appearing before the Commission. The Commission may delegate the powers 
conferred by this subsection to any member or to a group of members of the 
Commission. Sections 102 and 104 of the Revised Statutes, as amended (2 
U. S. C. 192, 194), shall be applicable in the case of the failure of any person to 
comply with the requirements of any subpena issued and served upon him by the 
Commission. 

(b) The Commission is authorized to secure from any department, agency, or 
independent instrumentality of the executive branch of the Government an 
information it deems necessary to carry out its functions under this Act; and foe 
such department, agency, and instrumentality is authorized and directed to 
furnish such information to the Commission, upon request made by the Chairman 
or Vice Chairman. 
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(ec) The Commission shall advise and consult with mesa of labor, 
industry, commerce, agriculture, taxpayers’ organizations, State and local govern- 
ments, and other interested groups, and may establish such advisory committee 
or committees as may be desirable from among such representatives. Members 
of any such advisory committee may be reimbursed for travel, subsistence, and 
other necessary expenses incurred by them at the direction of the Commission 
in the ormance of their duties. ? 

(d) The Commission shall have the power, without regard to the civil-service 
laws, to appoint and fix the compensation of an executive secretary, who shall be 
the chief administrative officer of the Commission, and such other personnel as 
it deems advisable, but the rates of compensation of such personnel shall not 
exceed the rates prescribed in the Classification Act of 1949 for comparable duties. 


COMPENSATION OF MEMBERS OF THE COMMISSION 


Sec. 5. (a) Members of the Commission who are appointed from among 
Members of Congress or from the executive branch of the Government shall serve 
without compensation in addition to that received for their services as Members 
of Congress or in the executive branch, but shall be reimbursed for travel, sub- 
sistence, and other necessary expenses incurred by them in the performance of 
their duties as members of the Commission. 

(b) Members of the Commission, other than those to whom subsection (a) is 
spucnenl, shall receive compensation at the rate of $50 per day for each day 
t e'¢ are engaged in the performance of their duties as members of the Commission 
and shall be reimbursed for travel, subsistence, and other necessary expenses in- 
curred by them in the performance of their duties as members of the Commission 


AUTHORIZATION FOR APPROPRIATIONS 


Sec. 6. There are authorized to be appropriated such sums as may be necessary 
to carry out the provisions of this Act. 
Passed the Senate July 23 (legislative day, June 27), 1951. 


Attest: Lesuie L. Buirrue, Secretary. 


Mr. Bonner. We stand adjourned. 

(Whereupon, at 3:30 p. m. the subcommittee adjourned.) 

(Reports from the Bureau of the Budget and the General Accounting 
Office follow: ) 


Executive OFFICE OF THE PRESIDENT, 
BuREAU OF THE BuDGET, 
Washington, D. C., June 5, 1951. 
Hon. Wiii1am L. Dawson, 
Chairman, Committee on Expenditures, in the Executive Departments, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. Cuarrman: This is in response to your letters of April 16 and 
May 3, requesting the views of the Bureau of the Budget on H. R. 3683 and H. R. 
3303, identical bills to establish a temporary National Commission on Inter- 
governmental Relations. 

H. R. 3683 and H. R. 3303 provide for the establishment of a commission which 
would submit to the Congress specific recommendations based upon a study of (1) 
the past and present relations between the national, State, and local governments, 
the allocation of functions and powers among the levels of government, and func- 
tions and powers exercised by two or more levels of government and the distribu- 
tion of jurisdiction between them; and (2) the fiscal relations among the national, 
State, and local governments with a view of determining the possibilities, and the 
mechanism for achieving, on a continuous basis, consistency in the fiscal policies 
of the several levels of government. The commission would give particular 
attention to (a) intergovernmental tax immunities in terms of the problems they 
create for governments and taxpayers, and the means for resolving these prob- 
lems; (b) revenue sources and means for reducing or eliminating intergovern- 
mental tax competition; and (c) grants-in-aid, tax sharing, and other similar 
measures for adjusting financial resources to the needs of State and local govern- 
ments. The commission would be authorized to hold hearings and appoint an 
executive secretary and other personnel. It would be required to submit a final 
report of its activities and the results of its studies to the Congress on or before 
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the end of the second fiscal year which begins after date of enactment. The com- 
mission would cease to exist after submission of its report. 

The bills establish a 12-member commission with four members appointed b 
the President of the United States, including two officers of the executive bran 
and two private citizens; four members appointed by the President of the Senate, 
including two members of the Senate and two private citizens; and four members 
— by the Speaker of the House of Representatives, including two members 
of the House and two private citizens. 

The provisions of these bills that define the duties of the Commission are the 
same as those that were incorporated into S. 3147 and H. R. 8843, Eighty-first 
Congress, after discussions among staff of the Senate Subcommittee on Inter- 
governmental Relations, staff of the Department of the Treasury, and staff of 
the Bureau of the Budget. We believe these provisions to be preferable to 
those appearing in H. R. 13, H. R. 41, and H. R. 391, Eighty-second Congress, 
upon which we gave you our comments in a letter dated April 5, 1951. We 
suggested in that letter the importance of delimiting the scope and responsibility 
of the Commission in such a manner as to confine its job within manageable 
i ae 

. R. 3683 and H. R. 3303, do not, however, contain a statutory instruction 
that the Commission specify in its report the types of action necessary to carry 
out its recommendations. We believe that the usefulness of the report would 
be increased if it were the responsibility of the Commission to suggest changes 
that might be required in Federal or State constitutions, proposed legislation 
to be enacted by the Congress and by the State and local bodies, and adminis- 
trative action to be taken at each level. : 

We have previously given you our view that, because of the broad problems 
with which the Commission would be concerned, it is essential for it to be familiar 
with the viewpoints of all interested groups, including labor, industry, agriculture, 
taxpayers’ organizations, and the representatives of the several levels of Govern- 
ment. If the size of the Commission is to be comparatively small, as we believe 
it should be, the desirable representation of varying governmental, geographic, 
and economic interests might be secured by provision for an advisory panel made 
up Of representatives of the various interested groups. 

As you know, the Bureau of the Budget has a continuing interest in the 
maintenance of good working relationships among the different levels of Govern- 
ment and has, over the years, participated in many activities and projects 
designed to improve intergovernmental relations. We shall be most pleased to 
give your committee, or any commission that the Congress might establish, 
whatever assistance is made possible by our experience in this field. 


Sincerely yours. 
F. J. Lawton, Director. 





EXxeEcuTIvE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BuDGET 
Washington, D. C., April 5, 1961. 
Hon. Witu1am L. Dawson, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. Dawson: This is in response to your two letters of March 6, 
requesting the views of the Bureau of the Budget on H. R. 41, a bill to provide 
for the establishment of a commission to investigate and make recommendations 
with respect to the distribution of governmental functions and sources of revenue 
within the framework of our Federal, State, and local systems of government, 
and on H. R. 13 and H. R. 391, bills to establish a National Commission on Inter- 
governmental Relations. 

H. R. 41 would provide for the creation of a 19-member temporary commission 
to study the advisability of redistributing governmental functions and sources of 
revenue among Federal, State, and local entities. The objectives of such study 
would be to (1) better secure the sovereignty of the several States with as much 
decentralization as is compatible with the national welfare; (2) maintain and 
strengthen the American type of democracy based on individual liberty and ex- 
tensive citizen participation in and control of government; and (3) provide 
services necessary for the general welfare. The commission would be authorized 
to establish local advisory committees, hold hearings, and appoint needed per- 
sonnel. The commission would report its findings and recommendations to the 
Congress on or before January 31, 1953, and it would go out of existence 90 days 
after the submission of its report. The 19 members of the commission would 

















NATIONAL COMMISSION ON INTERGOVERNMENTAL RELATIONS 59 


consist of the Secretary of the Treasury; the Chairman of the Federal Reserve 
Board; the Director of the Bureau of the Budget; 8 members to be appointed by 
the President pro tempore of the Senate, of which 4 would be from the Senate 
and 4 from among the Governors of the States; and 8 to be appointed by the 
8 er of the House of Representatives, of which 4 would be from the House 
of Representatives and 4 from among the Governors of the States. H. R. 41 is 
very similar to H. R. 8714, Eighty-first Congress, on which I commented in a 
letter to you, dated July 7, 1950. 

H. R. 13 and H. R. 391i, which are nearly identical bills covering a broader 
range of problems than H. R. 41, would provide for the creation of a 14-member 
National Commission on Intergovernmental Relations which would make studies 
in this field and develop recommendations to the President and the Congress 
with the objectives of: (1) The establishing of a more orderly and less competitive 
fiscal relationship between the levels of government: (2) the elimination of dupli- 
cation and qveceantne services, activities, and functions, and the securing of 
better intergovernmental coordination; (3) the attainment of an allocation of 
functions among levels of government that will provide economical administration 
and maximum service to the public; (4) a reduction in the total Government 
expenditures to the lowest possible level consistent with the efficient performance 
of essential services, activities, and functions; (5) the development, within the 
existing constitutional framework, of a governmental structure, and such co- 
operative policies and procedures as will tend to overcome existing obstacles to 
efficient governmental administration, and to lay a sound foundation for future 
development. Under H. R. 13 and H. R. 391, the membership of the Commission 
would be selected as follows: 10 members would be appointed by the President, 
of which 2 would be from the executive branch of the Government, 3 would be 
private citizens, 2 would be State officials, 2 would be municipal officials, and 1 
would be a county official; 2 members would be enpented by the President of 
the Senate from the membership of the Senate; and 2 would be appointed by the 
Speaker of the House of Representatives from the membership of the House of 
Representatives. The Commission would be authorized to hold hearings and 
appoint a director of research and other needed personnel. The Commission 
would be required to submit a final report and recommendations to the President 
and the Congress not later than February 1, 1952, under H. R. 391 and not later 
than February 1, 1953, under H. R. 13. The Commission would cease to exist 
at the end of the fiscal year during which its report was made. 

These three bills, H. R. 13, H. R. 41, and H. R. 391 are similar to a group of 
bills introduced in the first session of the Righty-first Congress, on which the Bureau 
of the Budget presented testimony in the joint hearings before the Subcommittee 
on Intergovernmental Relations of the House and Senate Committees on Expendi- 
tures in the Executive Departments on May 13, 1949. As the Bureau pointed 
out at that time, consideration should be given to the size and membership of a 
commission to study these problems. It may be possible to reconcile the need 
for a commission with a comparatively small membership and the need for rep- 
resentation of a variety of governmental, geographic and economic interests by 
establishing a small nonrepresentative commission which could be assigned by a 
larger advisory panel that would be selected on a representative basis. In view 
of the broad questions with which the commission would be concerned, it would 
be essential for it to consult with various groups not provided for in these bills. 
These would include labor, industry, agriculture, taxpayers’ organizations, and 
other civic groups. Presumably these groups could be represented in an advisory 
panel, but it obviously would be impossible to represent all of them on the com- 
mission itself. The commission, therefore, might better be made up of a few 
eminent citizens, appointed from the public at large, with the appropriate task 
force and advisory bodies made up of representatives of the various groups 
interested in the many problems of intergovernmental relations. 

Another point made in the Bureau testimony on the earlier bills was the need 
for delimiting the scope and responsibility of a commission so as to confine its 
job within manageable proportions. Also, we suggested that there might well be 
identified certain specific studies meriting special attention within the general 
subject matter covered by the bills. These studies might include (1) an evaluation 
of the possibilities and the mechanisms for achieving on a continuous basis 
consistency in the fiscal policies of the several units of government; (2) a review 
of intergovernmental tax immunities in terms of the problems = create for 
governments and taxpayers, and the means for resolving these problems; (3) an 


examination of revenue sources and evaluation of proposals for reducing or 
eliminating intergovernmental tax competition; and (4) an appraisal of grants-in- 
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aid, tax sharing, and other similar measures for adjusting financial resources to 
the needs of State and local governments, with a view to proposing basic guides 
to policy in the use of such devices and improvements in theit operation. 

inally, consideration should be given to the desirability of giving the com- 
mission a statutory instruction that it nage? Mer its report the type of action 
necessary to carry out its recommendations. us it should be the nsibility 
of the commission to indicate the changes which might be required in the Federal 
or State constitutions, proposed legislation to be enacted by the Congress and 
by the State or local bodies, and administrative action proposed in each level. 
In order to insure adequate time for the commission to complete its studies and 
to prepare a report, it would be preferable to have the bill require that the report 
be submitted at the end of a specified period, such as 2 years after enactment, 
instead of on or before a given date. 

In my: letter to you dated July 7, 1950, commenting on H. R. 8714, Eighty-first 
Congress, second session, I indicated that discussions had been held between 
members of the staff of the Senate subcommittee of the Committee on Expendi- 
tures in the Executive Departments, staff of the Treasury Department and the 
Bureau of the Budget, and representatives of State and local governments, regard- 
ing various proposed revisions of one of the earlier bills in this field, 8. 1946, 
Eighty-first Congress, first session. As a result of those discussions, amendments 
were incorporated into new bills, 8. 3147, and H. R. 8843, Eighty-first Congress, 
second session. These bills would be preferable to H. R. 13, H. R. 41, or H. R. 
391, of the present Congress. 

Sincerely yours, 
F. J. Lawron, Director. 





CoMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington 25, May 14, 1951. 
Hon. Wruuiam L. Dawson, 
Chairman, Committee on Expenditures in the Executive Departments, 
House of Representatives. 

My Dear Mr. Cuairman: In reply to your letter of May 3, 1951, acknowledged 
by phone May 7, transmitting for an expression of the views of this Office on 

. R. 3303, Eighty-second Congress, entitled ‘A bill to establish a temporary 
National Commission on Intergovernmental Relations,’’ there is enclosed here- 
with a copy of Office letter of May 8, 1951, concerning H. R. 3683, Eighty-second 
Congress. 

The two bills, except for minor differences in language, are similar and, accord- 
ingly, the Office comments in the letter of May 8, 1951, also reflect its views on 
H. R. 3303. 

Sincerely yours, 
Linpsay C. WARREN, 
Comptroller General of the United States. 


COMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington 25, May 8, 1981. 
Hon. Witiram L. Dawson, 
Chairman, Committee on Expenditures in the Executive Departments, 
House of Representatives, 

My Dear Mr. CuarrMan: Reference is made to your letter of April 16, 1951, 
acknowledged by telephone April 18, forwarding for the comments of this Office, 
H. R. 3683, Eighty-second Congress, entitled ‘‘A bill to establish a temporary 
National Commission on Intergovernmental Relations.” 

The subject matter of the bill is similar in many respects to H. R. 13 and 391, 
Eighty-second Congress, which were the subject of Office letter of March 19, 
1951, B-83433, B—95929, to your committee. As indicated therein, there un- 
doubtedly are problems of overlapping and duplication and sources of conflict 
in the revenue raising and other activities of the various levels of Government 
which might be alleviated through study by a commission and its comprehensive 
report and recommendation to the Congress and the President. However, the 
subject matter of the bill not being within the jurisdiction of the General Ac- 
counting Office, I have no recommendation to make either in favor of or against 
the establishment of such a commission. Nevertheless, this Office perceives no 
objection to favorable consideration of the bill. 

Sincerely yours, 
Linpsay C. WARREN, 
Comptroller General of the United States. 
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CoMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington 25, March 19, 1951. 
Hon. Wi1t11am L. Dawson, 


Chairman, Committee on Expenditures in the Executive Departments, 
House of Representatives. 

My Dear Mr. CuarrMan: Reference is made to your letters of March 6, 1951, 
acknowledged by phone March 7, forwarding for the comments of this Office 
three bills of t pein gprs Con , involving similar subject matters, 
namely H. R. 13 and 391, each entitled “A bill to establish a National Commission 
on Intergovernmental Relations” and H. R. 41 denominated ‘‘A bill to provide 
for the establishment of a commission to investigate and make recommendations 
with respect to the distribution of governmental functions and sources of revenue 
within the framework of our Federal, State and local systems of government.’’ 

H. R. 391 is identical to H. R. 4507, Eighty-first Congress, which bill was the 
subject of Office report, B—83433, dated May 9, 1949, to you. Also, H. R. 13 
contains substantially similar Pe ecru the principal changes being that the 
commission would have until February 1, 1953, rather than February 1, 1952, to 
make its final report and that the President in selecting the members who there- 
under would be appointed from among officials of the States, counties, and munic- 
ipalities would not be required to select them from panels recommended by various 
associations. H. R. 41 ei to be substantially the same as H. R. 8714, 
Eighty-first Congress, which was the subject of Office letter, -B—95929 of June 
27, 1950, to you. It is assumed that copies of the said letters are available to 
your committee. While it is indicated in the said letters that there are undoubt- 
edly problems of overlapping and duplication and sources of conflict in the revenue 
raising and other activities of the various levels of Government which might be 
alleviated through cooperative study by their representatives and that this 
Office. had no objection generally to the enactment of some such legislation, the 
subject matters of the bills not being within the jurisdiction of this Office, the 
“a letters are not to be construed as advocating the establishment of a ray 
as contemplated by the said bills, nor as indicating any preference of this ce 
for one or the other of the said measures. However, if any of the said measures is 
to be given favorable consideration, it would appear that the date for filing the 
final report should be January 31, or February 1, 1953, as proposed in H. R. 41 
and H. R. 13, rather than February 1, 1952, as proposed by H. R. 391, since the 
studies, hearings, and preparations of plans and recommendations directed by 
the said bills reasonably might be expected to consume a considerable period of 
time. 

In the letter of May 9, 1949, to you concerning H. R. 4507, Eighty-first Congress, 
attention was called to an apparent error or ambiguity in the language of section 
5 (a) of the bill relative to compensation of certain members of the commission 
and it is noted that the same provision is included in H. R. 13 and 391. As 
stated in said letter, it is not clear as to whom the section is intended to apply. 
Accordingly, the language in question should be clarified if the bill is to be given 
active consideration. 

There is not perceived any objection to enactment of any one of the bills 
subject to the suggestions above pertinent thereto. 

Sincerely yours, 


Frank L. Yates, 
Acting Comptroller General of the United States. 





